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EDITORIAL NOTE. 


As the program at the meeting in New Orleans was 
unusually full, the Publication Committee directed that 
the Proceedings be published this year in two parts. 
The delay in the issue of the first part has been caused 
by the failure to secure the promised stenographic report 
of the discussions. ‘The kind codperation of the speak- 
ers has, at the cost of time and effort to all concerned, 
made good a large part of the loss. Some of the discus- 
sions, however, it has been impossible to recall after the 
lapse of so long a time; and other discussions could be 
reproduced only in a much abridged form. These lacks 
are much to be regretted, yet taken together the two 
parts of this year’s “ Papers and Proceedings” will, it is 
believed, equal the former reports in quality, and con- 
siderably exceed them in quantity. 

The group of papers and discussions on Southern 
questions, and the group on rent and interest, have been 
issued as separate reprints at the price of fifty cents 
each. 

It is expected that Part II will be issued before the 
end of the month of May, in which it is dated. It will 
contain the papers and discussions of the sessions on 
State and Corporate Finance, The Trust Problem, and 
Sociology and History. 

FRANK A. FETTER, 
Secretary. 
March 28, 1904. 
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AMERICAN ECONOMIC ASSOCIATION 


The American Economic Association is an organiza- 
tion composed mainly of persons interested in the study 
of political economy or the economic phases of political 
and social questions. As may be seen by examining 
the list of members and subscribers printed in this vol- 
ume, not only are all universities and most prominent 
colleges in the country represented in the Association 
by their teachers of political economy and related sub- 
jects, but even a larger number of members come from 
those interested as business men, journalists, lawyers or 
politicians in the theories of political economy or, more 
often, in their applications to social life. There are fur- 
ther more than one hundred subscribers, nearly all being 
large libraries. 

The first two meetings of the Economic Association 
in 1885 and 1887, and the meetings of 1897, 1898, 1900, 
I9OI, 1902 and 1903, were at the same place as those of 
the American Historical Association. Joint sessions and 
less formal gatherings of the members of the two Asso- 
ciations were thus held. The annual meetings give 
opportunity for social intercourse among the teachers 
and public men composing the Association’s member- 
ship. They contribute also to create and cement 
acquaintanceship and friendship between teachers of 
economics and cognate subjects in different institutions, 
and so to counteract any tendency to particularism 
which the geographical separation and the diverse tra- 
ditions of American colleges might be deemed to foster. 

The Publications of the Association, a complete list 
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of which is printed at the end of this volume, were be- 
gun in March, 1886. ‘The first series of eleven volumes 
was completed by a general index in 1897. The second 
series, comprising two volumes, was published in 1897- 
99, and in addition thereto the Association issued, during 
1896-99, four volumes of Economic Studies. In 1900, a 
third series of quarterly Publications was begun with the 
Papers and Proceedings of the Twelfth Annual Meeting, 
and has been continued since with ample amount and 
variety of matter. It is intended to add to these quar- 
terly numbers, from time to time, such monographic 
supplements as the condition of the treasury and the 
supply of suitable manuscript may make possible. 

The American Economic Association is the organ of 
no party, sect or institution. It has no creed. Persons 
of all shades of economic opinion are found among its 
members, and widely different views are given a hearing 
in its annual meetings and through its publications. 

The officers of the Association and the contributors to 
its Publications receive no pay for their services. Its 
entire receipts are expended in printing and circulating 
the Publications and in the slight expenses attendant 
upon the annual meetings. Any member, therefore, 
may regard his annual dues either as a subscription to 
an economic publication, a payment for membership in 
a scientific association, or a contribution to a publication 
fund for aiding the publication of valuable manuscript 
that might not be accepted by a publishing house 
governed primarily by motives of profit, and that could 
not be published by the writer without incurring too 
heavy a burden of expense. 





CONSTITUTION 


ARTICLE I. 
NAME. 


This Society shall be known as the AMERICAN Eco- 
NOMIC ASSOCIATION. 

ARTICLE II. 
OBJECTS. 

1. The encouragement of economic research, espe- 
cially the historical and statistical study of the actual 
conditions of industrial life. 

2. The publication of economic monographs. 

3. The encouragement of perfect freedom of economic 
discussion. The Association as such, will take no par- 
tisan attitude, nor will it commit its members to any 
position on practical ecouomic questions. 

4. The establishment of a bureau of information de- 
signed to aid members in their economic studies. 

"ARTICLE III. 
MEMBERSHIP. 

Any person may become a member of this Association 
by paying three dollars, and after the first year may con- 
tinue a member by paying an annual fee of three dol- 
lars. On payment of fifty dollars any person may be- 
come a life member, exempt from annual dues.’ 


ARTICLE IV. 


HONORARY MEMBERS. 


The Council may elect foreign economists of distinc- 
tion not exceeding twenty-five in number, honorary 
members of the Association. Each honorary member 
shall be entitled to receive all reports and publications 
of the Association. 


1NoTE—Each member receives all reports and publications of the 
Association. 
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ARTICLE V. 
OFFICERS. 











The officers of the society shall consist of a President, 
three Vice-Presidents, a Secretary, a Treasurer, a Publi- 
cation Committee, and a Council. 
ARTICLE VI. 


COUNCIL. 








1. The Council shall consist of an indefinite number 
of members of the society, chosen, with the exception 
of the original members, for three years. It shall have 
power to fill all vacancies in its membership, and may 








add to its number. 

2. It shall elect the President, Vice-Presidents, Secre- 
tary, and Treasurer; the President, the Secretary, the 
Treasurer, the Chairman of the Publication Committee, 
and the ex-Presidents, together with three other mem- 
bers to be elected by the Council, shall constitute an 

























Executive Committee with such powers as the Council 
may entrust to it; provided, that a quorum shall consist 
of four of the seven elected officers ; and provided further 
that the offices of Secretary and of Treasurer may be 
filled by one person, and that the offices of Vice-Presi- 
dent and of elected member of the Executive Committee 
may be filled by one person. 

3. The Council shall organize itself into a number of 
standing committees upon the various lines of research 





undertaken. These committees shall prepare reports 
from time to time upon such subjects relating to their 
respective departments as they may select, or as may be 
referred to them by the Council. These reports shall be 
presented to the Council at its regular or special meet- 


ings and be open to discussion. All papers offered to 




















By-Laws. 5 


the society shall be referred to the appropriate commit- 
tees before being read in Council. 

4. The Council shall have charge of the general in- 
terests of the society, and shall have power to call meet- 
ings and determine what reports, papers, or discussions 
are to be printed, and may adopt any rules or regulations 
for the conduct of its business not inconsistent with this 
constitution. 

5. The Council shall elect a Committee on Publica- 
tions, which shall consist of six members, so classed that 
after the first election the term of two members shall 
expire each year. This committee shall have charge of 
and responsibility for the scientific publications of the 
Association. 

ARTICLE VII. 
AMENDMENTS. 


Amendments, after having been approved by a major- 
ity of the Council, may be adopted by a majority vote 
of the members present at any regular meeting of the 
Association. 


BY-LAWS. 





1. The President of the Association, who shall be 
ex-officio a member of the council, shall preside at all 
meetings of the Council and Association, and perform 
such other duties as may be assigned to him by the 
Council. In case of inability to perform his duties, they 
shall devolve upon the Vice-Presidents in the order of 
their election, upon the Secretary and Treasurer, and 
upon the Chairmen of the Standing Committees, in the 
order in which the committees are mentioned in the list. 

2. The Secretary shall keep the records of the Asso- 
ciation, and perform such other duties as the Council 
may assign to him. 
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3. The Treasurer shall receive and have the custody 
of the funds of the Association, subject to the rules of 
the Council. 

4. The following Standing Committees shall be or- 
ganized : 

(1) On Labor. 

(2) On Transportation. 

(3) On Trade. 

(4) On Public Finance. 

(5) On Industrial and Technical Education. 

(6) On Exchange. 

(7) On General Questions of Economic Theory. 
(8) On Statistics. 

(9) On Teaching Political Economy. 

The Executive Committee may appoint such special 
committees as it may deem best. 

5. At any meeting called by the general summons of 
the President five members shall constitute a quorum. 

6. Papers offered for the consideration of the Council, 
shall be referred by the Secretary, each to its appropri- 
ate committee. 

7. In order to encourage economic research, the Asso- 
ciation proposes to render pecuniary assistance in the 
prosecution of the same, and to offer prizes for the best 
monographs upon selected topics. It stands ready to 
accept and administer any fund placed at its disposal for 
either purpose. 

8. The Executive Committee shall have power at any 
time to add new members to the Council. 

g. The Executive Committee shall assign all members 
of the Council to one of the Standing Committees, and 
shall appoint the Chairmen of the Committees. 

10. It shall be the duty of the Chairmen of the re- 
spective Committees to organize and direct the work of 
the same, under the general control of the Council. 
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THE SIXTEENTH ANNUAL MEETING 





The Sixteenth Annual Meeting of the American Eco- 
nomic Association was held at New Orleans, La., De- 
cember 29 to 31, 1903. The American Historical Asso- 
ciation met at the same time and place, and two joint 
sessions of the two Associations were held. A special 
train starting from New York brought 105 persons, a 
large party came in special cars from Chicago, and sev- 
eral smaller parties came from the South and West. 

The program as carried out was as follows: 













PROGRAM 


First Session— Tuesday, December 29, 10 A. M. 







Division A, Court Room, Civil District Court, Jackson Square. 





SOUTHERN AGRICULTURAL PROBLEMS. 





1. Tobacco. LAwsoON H. SHELFER, of Nacogdoches, Tex., Tobacco 
Expert of the United States Department of Agriculture. 

2. Discussion by J. B. KILLEBREW, Expert on Tobacco for the Cen- 
sus of 1880, Nashville, Tenn. 

3. Sugar. WiLL1am C. Stusss, of Baton Rouge, La., Director of 
the Louisiana Sugar Experiment Stations. 

















4. Discussion by JoHN DyMonpD of Belair, La. 

5. Rice. S. A. Knapp, of Lake Charles, La., President of the Rice 
Association of America. 

6. Discussion by S. LocKE BREAUX, of New Orleans, Vice-President 
of the Rice Association of America. 

7. Cotton and the General Agricultural Outlook. D. F. Houston, 
President of the Agricultural and Mechanical College of Texas, 
College Station, Texas. 

8. Discussion by GEORGE K. HOLMES, Department of Agriculture, 
Washington, D. C. 

Tuesday, 1 P. M., Creole luncheon given to members by the Louisi- 
ana Historical Society, at the Cabildo, Jackson Square. 























Fifteenth Annual Meeting 


Second Session— Tuesday, December 29, 2.30 P. M. 
Louisiana Supreme Court Room, Cabildo, Jackson Square. 
INDUSTRIAL, PROBLEMS OF THE SOUTH. 


1. The Cotton Industry. D. A. Tompxrins, of Charlotte, N. C. 


2. Discussion by CHARLES C. THACH, President of the Alabama 
Polytechnic Institute, Auburn, Ala. 

3. The Utilization of Southern Wastes. RICHARD H. EpMonps, Ed- 
itor of the Manufacturers’ Record, Baltimore, Md. 

4. Discussion by STUART Woop, of Philadelphia. 


Third Session—Tuesday, December 29, 8 P. M. 


Newcomb College, Washington Avenue, corner Chestnut Street. 
JOINT SESSION WITH THE AMERICAN HISTORICAL ASSOCIATION. 
1. Address of Welcome, by EDwIn A. ALDERMAN, President of Tulane 
University. 

2. Social Aspects of Economic Law. Address, by Epwin R. A. 
SELIGMAN, Columbia University, President of the American 
Economic Association. 


3. Ethical Values in History. Address by HENRY C. LEA, President 
of the American Historical Association. 


Fourth Session— Wednesday, December 30, 10 A. M. 
Tulane University Library. 
ECONOMIC THEORY. 


1. The Relations between Rent and Interest. FRANK A. FETTER, 
Cornell University. (The opening paper read by title only. ) 

2. Discussion by THomas N. CARVER, Harvard University ; J. H. 
HOLLANDER, Johns Hopkins University; CHARLES W. Mc- 
FARLANE, Philadelphia, Pa.; LINDLEY M. KEAsBEY, Bryn 
Mawr College ; WILLIAM G. LANGWORTHY TAYLOR, University 
of Nebraska; ALBERT C. WHITAKER, Leland Stanford Junior 
University. 

I P. M., at Tulane University, luncheon given by friends of the 
Association in New Orleans. 4 P, M. meeting of the Council, and of 
those interested in the projected Political Science Association. Re- 
ception at the home of Mrs. T. G. Richardson, 4 to 6 P. M. 


Fifth Session— Wednesday, December 30, 8 P. M. 
Banquet Hall of New St. Charles Hotel. 
CORPORATE AND PUBLIC FINANCE. 


1. The Management of the Surplus Reserve. EDWARD S. MEADE, 
University of Pennsylvania. 
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2. Discussion by JoHN H. Gray, Northwestern University ; HENRY 
R. HATFIELD, Chicago University. 

. The Theory of Loan Credit in Relation to Corporation Economics. 
J. PEASE NorTON, Yale University. 

. Discussion by FREDERICK A. CLEVELAND, New York University. 

. State Taxation of Interstate Commerce. F. J. GoopNnow, Col- 
umbia University. 

. Discussion by WinTHROP M. DANIELS, Princeton University ; 
Cari C. PLEHN, University of California. 

After the session, smoker at the Round Table Club. 


Sixth Session— Thursday, December 31, 10 A. M. 
Tulane University Library. 
THE TRUST PROBLEM. 


1. Trusts. HENRY C. ADAMS, University of Michigan. 

2. Discussion by HENRY C. EMERY, Yale University ; BALTHASAR 
H. MEVER, University of Wisconsin ; JAMES E. LEROSSIGNOL, 
University of Denver; EDWARD W. BEmIs, of Cleveland, O.; 
MAuvRICE H. ROBINSON, University of Illinois; summary of 
discussion by HENRY W. FARNAM, Yale University. 


2 P. M., a walk in the Vieux Carré. 
Seventh Session— Thursday, December 31, 8 P. M. 
Gibson Hall, Tulane University. 


SECOND JOINT SESSION WITH THE AMERICAN HISTORICAL 
ASSOCIATION. 


1. A Theory of Social Causation. FRANKLIN H. GippINGs, Colum- 
bia University. 

2. Discussion by ALBION W. SMALL, Chicago University ; CHARLES 
H. Coorky, University of Michigan ; LESTER F. WARD, Smith- 
sonian Institution ; of the American Economic Association ; and 
E. EMERTON, Harvard University ; GEoRGE L. BuRR, Cornell 
University ; WILLIS M. WEsT, University of Minnesota ; of the 
American Historical Association. 

9.30 P. M., reception at Tulane University, by President Alderman 
and the Faculty of Tulane University. 
Friday, Jan. 1, 9.30 A.M. Excursion on the Mississippi, with 

stops at Chalmette, near the battle-field of New Orleans, and at a 

sugar plantation. 
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COUNCIL MEETING 


The Council met Wednesday, December 30th, 1903, 
at 2:45 P. M., in the Library of Tulane University, 
President Seligman being in the chair. The Secretary’s 
report was read and accepted. It is as follows: 


REPORT OF THE SECRETARY TO THE COUNCIL OF THE 
AMERICAN ECONOMIC ASSOCIATION. 
DECEMBER, 1903. _ 


Three meetings of the Executive Committee have 
been held during the current year. At the first, held at 
the close of the last annual meeting, a preliminary dis- 
cussion was given to the various subjects referred to the 
committee, and the Treasurer was authorized to place 
the surplus of the Association where it would draw in- 
terest. Acting on this authority, the Treasurer ar- 
ranged with the bank whereby interest at 3% % has 
been paid on $1,500 during the current year. 

At the meetings held on the call of the President, 
April 25th and November 27th in New York City, were 
considered the various subjects that had been referred to 
the Executive Committee. At the spring meeting a 
conference was held with representatives of the com- 
mittee having in charge the subject of a new Political 
Science Association or of some means of fuller considera- 
tion of questions of political science in the meetings of 
the Economic and Historical Associations. As a result 
of this discussion, a time has been set aside at this meet- 
ing for the consideration of this subject. 

The question of publication policy was debated at 
length at both meetings. It was agreed that a merely 
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popular publication was not practicable, and that a popu- 
lar magazine was not desirable. A number of possible 
amendments of the present publication program were 
submitted by the members of the committee and some 
of them will be suggested to the Council as worthy of 
consideration. ‘The Secretary was instructed to ask the 
existing Journals whether they would make a special 
club rate to the members of this Association. 

The codperation of this Association with the Carnegie 
Institute was furthered by the action of a sub committee 
and particularly by the efforts of President Seligman. 
The members of the Council received inquiries regard- 
ing their choice of committee heads for the work in 
economic history of the United States contemplated by 
the Carnegie Institute. On the basis of this vote, the 
results of which were compiled, recommendations were 
made to the committee of the Carnegie Institute which 
were substantially adopted. 

The following recommendations are made by the 
Executive Committee to the Council: 

(1) That to provide for work in bibliography and 
economic legislation the Council appropriate not to ex- 
ceed $500 a year to be put at the disposal of the Publi- 
cation Committee ; 

(2) That the Publication Committee be authorized in 
its discretion to publish as separate numbers any por- 
tions of the annual proceedings ; 

(3) That the Association issue annually a list of doc- 
tors’ theses in process of writing in American Univer- 
sities ; 

(4) That the ex-Presidents of the Association be con- 
tinued as life members of the Executive Committee, 
provided that they be not counted in the number neces- 
sary to a quorum ; 
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(5) That the plan be continued that has been fol- 
lowed in the past two years of having the Executive 
Committee act as a committee on time and place of 
meeting in consultation with asimilar committee of the 
American Historical Association, reporting its recom- 
mendations a year in advance to the Council at the reg- 
ular annual meeting. 

A sub-committee was appointed to confer with a com- 
mittee of the American Historical Association with ref- 
erence to the next meeting place, and that committee’s 
report will be presented at this meeting. 

The standing committees on the Economic Condition 
of the Negro, and on Index Numbers have reported pro- 
gress, but neither was prepared to submit a formal re- 
port through the Secretary at this time. Doubtless they 
will have something to present to the Council. 

During the present year 6 members of the Association 
died, 1 being a life member; 47 resigned; 8 were 
dropped for non-payment of dues ; the total loss of mem- 
bers was 61, and of subscribers was 4. Since the last 
report there have been added 36 members (one of them 
being a life member) and 8 subscribers. The net loss 
of members is 21 ; net gain of subscribers is 4; the total 
net loss being 17. Atthe date of this report there are 
994 members, a few less than a year ago. This number 
doubtless can be increased by another effort such as has 
been made in the past. Certainly the influence of, and 
the interest in, the Association has suffered no decline 
in the past year. 

The publications have been issued with greater regu- 
larity than for several years past. The fourth number 
was delayed in a number of unavoidable ways as it went 
through the press, but is now being mailed to the mem- 


bers. The Publication Committee has furnished the 
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manuscript promptly and deserves the gratitude of the 
Secretary and the congratulations of the Association for 
its exceptional record. The total number of pages pub- 
lished this year is 986, several hundred fewer than in 
preceding years. There is reason to think that the As- 
sociation’s usefulness will be fully as great if it limits 
its publication in bulk and concentrates its efforts on in- 
creasing the quality and usefulness of its output. 

The Treasurer’s account shows a balance of $3,040.10 
which is an increase of eight hundred dollars over that 
of any previous report, although five printing bills have 
been paid during the current year. 

Very respectfully submitted, 
FRANK A. FETTER. 


TREASURER’S REPORT. 


FRANK A. FETTER, Treas. . 
In account with the American Economic Association 
Sor the year ending December 24, 1903. 


Debits. 
Cash on hand at date of last report______ ________ $2,188 92 
Sales and subscriptions— 
The Macmillan Co................ $837 93 
Geamtery’s eaece.................... 349 32 
Swan Sonnenschein____...---_.--.. 40 38 $1,227 63 
I nik cctinneinnmnnmmntamien 52 70 
ES Er ee 50 00 
I xt cere neaitiasentelansaecatiacnnaeiobanents 1,979 20 
Ed acthinbkcactanasisnaenptiinieinins 26 25 
Credits. 
Expense of publications_____________.- $1,803 76 
Expense of President’s office__________- 212 86 
Expense of Sec. and Treas. office _____- 307 70 


Expense of meetings— 

Fifteenth Annual Meeting-_. _- $85 28 

Sixteenth Annual Meeting (part) 75 00 160 28 
5 3,040 I0 





$5,524 70 $5,524 70 
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The President appointed as a committee to audit the 
report of the Treasurer, Messrs. B. H. Meyer and Jesse 
E. Pope. 

J. H. Hollander reported in behalf of the committee 
on time and place in favor of a meeting in Chicago in 
December, 1904, with the expectation that the meeting 
might be held in Washington and Baltimore in 1905. 
By invitation of the Council, Albion W. Small ad- 
dressed the body with reference to the meeting in 
Chicago. On motion of Stuart Wood the report of the 
committee was accepted. 

The President read a letter from Carroll D. Wright, a 
trustee of the Carnegie Institute, in reference to the 
contemplated work in economic history. The Secretary 
was instructed to forward to the Carnegie Institute the 
following resolution : “ Resolved, That the Council of 
the American Economic Association desires to express 
its cordial recognition of the liberal action of the Car- 
negie Institute in providing for research in American 
economic history, and tenders its hearty codperation in 
the same as opportunity may arise.” It was moved and 
carried that paragraph 2 of article 6 of the constitution 
be amended so as to include the former Presidents of 
the Association as life members of the Executive Com- 
mittee, provided that a quorum shall consist of four out 
of the seven elected officers. 

It was voted to continue the plan of having the Ex- 
ecutive Committee act as a committee on time and place 
of meeting in consultation with a similar committee of 
the American Historical Association, reporting its rec- 
ommendations a year in advance to the Council at the 
regular annual meeting. 

It was voted that to provide for work in bibliography 
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and economic legislation the Council appropriate not to 
exceed $500 a year to be put at the disposal of the Pub- 
lication Committee. That committee, however, before 
taking action, is to secure the approval of the Executive 
Committee. 

It was voted that the Publication Committee be 
authorized in its discretion to publish as separate num- 
bers any portions of the annual proceedings. 

It was voted that the chairman of the Publication 
Committee make a report at the next annual meeting 
outlining a plan of future publication activity. 

It was voted that the resolution that the Association 
issue annually a list of doctors’ theses in process of writ- 
ing in American Universities be referred to the Execu- 
tive Committee with power to act. 

The report of the Nominating Committee, made by 
its chairman, Richard T. Ely, was as follows: Presi- 
dent, Frank W. Taussig; Vice-Presidents, Irving 
Fisher, John W. Gray and John Graham Brooks; Sec- 
retary and Treasurer, Frank A. Fetter. Elected mem- 
bers of the Executive Committee, W. M. Daniels, 
Henry B. Gardner and W. Z. Ripley. Members of the 
Publication Committee, David Kinley, Henry R. Sea- 
ger. By unanimous vote the Secretary was authorized 
to cast a single ballot for the names recommended by 
the committee. 

The members of the Council whose terms expire in 
1904 were renominated, but as the committee was not 
prepared to report nominations for new members of the 
Council, it was authorized to report later to the Execu- 
tive Committee. In accordance with this authority the. 
following new names were added to the Council: Wal- 
ter E. Clark, Frederick A. Cleveland, Katharine A. 
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Coman, George M. Fisk, Henry R. Hatfield, James E. 
LeRossignol, Albion W. Small, E. N. Tuckey, Albert 
C. Whitaker. 

It was moved by L. M. Keasby, on behalf of the Nom- 
inating Committee, that the Secretary be provided with 
an assistant with a salary to be fixed by the Executive 
Committee. Carried. 

A letter was read from the Census Bureau asking the 
codperation of the Economic Association, especially on 
the question of financial statistics. 

It was voted that the chair appoint a committee of 
ten or more on municipal accounting and finance, and 
by amendment the chair (Mr. Seligman) was made a 
member of the committee. 

In pursuance of this resolution the committee was 
constituted as follows: F. A. Cleveland, chairman; F. 
R. Clow, W. M. Daniels, F. A. Fetter, H. B. Gardner, 
F. J. Goodnow, C. C. Plehn, E. R. A. Seligman, R. H. 
Whitten. 

A committee on resolutions was appointed by the 
chair. The Council then adjourned. 


RESOLUTION 


At the last joint session of the two Associations, on the 
motion of Stuart Wood, the following was unanimously 
adopted : 

Resolved, That the American Historical Association 
and the American Economic Association tender to their 
friends in New Orleans most heartfelt thanks for the 
many graceful and kindly courtesies during the period 
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of the meeting in this city—a meeting which will always 
have an especial place in the memory of the visitors as 


a time of peculiar pleasure and interest. 

And in particular they desire to express their appre- 
ciation of the generous attentions and entertainment ex- 
tended to them by Tulane University and by its Presi- 
dent and Faculty, and by Newcomb College, the Civil 
District Court, the Louisiana Historical Society, the 
Round Table Club, by Mrs. T. G. Richardson, Mrs. 
William Preston Johnson, Messrs. W. G. Wilmot & Co., 
Mr. T. P. Thompson, and Professors Ficklen, Aldrich 
and Fortier, of Tulane University. 




















PAPERS AND DISCUSSIONS 


SOCIAL ASPECTS OF ECONOMIC LAW 


PRESIDENTIAL ADDRESS BY EDWIN R. A. SELIGMAN 


In the address which I had the honor to deliver on this 
presidential platform last year, attention was directed to 
the relation between economics and social progress. The 
effort was made more particularly to estimate the weight 
to be attached to the influence of economic forces upon 
social life, and to the effect of economic doctrines on social 
speculation. This year we shall, with your leave, look 
at the reverse of the shield, and endeavor to study some 
of the social aspects of economic facts and theories. In 
lieu of centering our gaze upon the narrow, although 
stable, economic foundation of social thought and social 
institutions, let us direct our view to the broad, but deep, 
social basis of economic principle and economic fact. 
Last year we studied some of the economic aspects of 
social law ; this year we shall study some of the social 
aspects of economic law. 

Such a course seems to require some justification. Why 
weary us with an old story, it will be said? Why reit- 
erate a thrice told tale? Do we not know that the eco- 
nomic life is a part of the wider social life? Are we 
not fully aware of the fact that economics is a social 
science, and that every economic theory is in large part 
social in character? Do we not realize, quite adequately, 
the social imprint upon every economic fact ? 

In reply to such objections, I have to answer this: 
4 
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We grasp the form, but not the substance. We think 
that we appreciate the social basis of economic law, but 
in reality our appreciation is fragmentary. We do the 
theory lip-service, but not brain-homage. We are obli- 
vious of its real significance. Because of this, in some 
of the basic questions of economic theory there are dis- 
cord and confusion, where there should be harmony. 
Because of this, in some of the most important ques- 
tions of applied economics, we are floundering about, 
tossed on the stormy sea of doubt without rudder or 
compass. Because of this, some of the current and 
seemingly fundamental doctrines of public finance are 
in reality erroneous, or at least impotent to explain 
modern tendencies or to afford any satisfactory clue to 
the solution of modern difficulties. By their fruits shall 
ye know them! 

This is a severe and comprehensive indictment. You 
will accordingly expect me to substantiate these charges, 
at least so far as it is possible to do so within the limits 
of a single address. 

The contrast between the social and the individual 
point of view has recently been made familiar to us in 
allied domains. Take, for instance, the whole range of 
ethical inquiry. Without entering at all upon the 
deeper problems of transcendental origins and supra- 
mundane sanctions, and limiting ourselves to a consid- 
eration of human development, it is now substantially 
conceded, or at least coming more and more to be re- 
cognized, that private ethics is an outgrowth of social 
ethics, that the morality of the individual has been 
fashioned by the morality of the social group, and that 
the very conception of right and wrong, so far as it is of © 
human origin at all, is the product of social, not of in- 
dividual, forces. ‘The weakness of the early utilitarian 
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theory is to be sought not in the fact that it propounded 
a hedonistic explanation of morality, but in that it placed 
itself upon the narrow ground of individual utility 
rather than upon the broad foundation of social utility. 

Our concern, however, is with economic, rather than 
with ethical, forces; and in the economic field we 
have ample and palpable proof of the short comings of 
the individual point of view, in history and in theory 
alike. 

Take, for instance, Adam Smith’s account of the es- 
sential principle of economic progress. You remember 
that Adam Smith finds the explanation in the division 
of labor, and thinks that this is the result of a certain 
trait in human nature, “the propensity to truck, barter, 
and exchange one thing for another.” This individual 
propensity is made by Adam Smith the corner stone of 
his entire edifice of economics. Yet modern research in 
ethnology has disclosed the undoubted fact that he is 
quite mistaken. Far from there having been a natural 
propensity in man to truck and barter, the original pro- 
pensity was just the reverse. Exchange was at the outset, 
and for many long centuries, considered not natural, but 
unnatural; not normal, but abnormal; not economic, 
but uneconomic ; not useful, but reprehensible. 

An analysis of the very terms used by Adam Smith 
shows this clearly enough. To truck is etymologically 
to trick, to cheat; barter is another form of barrator, 
and although barratry persists to-day only as a particu- 
lar kind of crime, its primary meaning was far broader. 
Exchange was therefore originally deemed a bad thing, 
a heinous offence, as involving a wrong to the other 
party. 

But, furthermore, we now know with some degree of 
verisimilitude how barter arose, and how it slowly 
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changed from a wasteful to an economic process. Re- 
cent investigation has disclosed to us the phenomenon of 
the silent trade, and has made it clear that the earliest 
forms of exchange were inter-tribal, and not intra- 
tribal. It was only after the early hordes or clans had 
worked out the system of joint and collective presents 
and counterpresents which form the basis of primitive 
group barter, that the individual members of the clan 
came to recognize the applicability of a similar system 
within the group. Private barter is the result of com- 
munal barter, individual trade is an outgrowth of social 
trade. The propensity to truck, far from being a nat- 
ural and original inclination of the individual, as Adam 
Smith thought, is a direct product of social forces. It is 
not antecedent, but consequent. 

What is true historically is true analytically. If eco- 
nomics is a science at all, it is a science of values—not 
of all values indeed, but of economic values. Yet some 
of the basic discussions of economic theory are still be- 
clouded by the inability to distinguish the social charac- 
ter of value. The favorite study of Robinson Crusoe, 
who figures so prominently in the older treatises, is in- 
deed still useful as affording an illustration of the psy- 
chology underlying all individual choices ; but the at- 
tempt to apply these conclusions directly to modern 
economic problems is fraught with peril, because the 
economic life of to-day rests not on Robinson Crusoe con- 
ditions, but on social conditions. I have elsewhere 
called attention tothe fact that the contest still raging 
between the partisans of the cost theory and of the util- 
ity theory of value is at bottom based on a misconcep- 
tion, and with your permission I shall spend just a mo- 
ment in recalling this rather technical point to your 
minds. 
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When we say, correctly enough, that value’ is the ex- 
pression of utility, we really mean that it is the expres- 
sion of social marginal utility. While social utility in- 
deed is made up of a combination of individual utilities 
—that is, while a thing cannot be useful to society un- 
less it is useful to the individuals who compose the social 
group, the marginal utility that controls value is the re- 
flection of the social marginal utility. Even though a 
pound of iron may ata given moment conceivably be 
of more direct use to an individual than a pound of dia- 
monds, a pound of iron does not satisfy as many, or as 
urgent, social wants as a pound of diamonds. Iron is 
less valuable than diamonds because its social marginal 
utility is less. In the same way, when we say that value 
depends on cost, we refer really to social, not to individ- 
ual, cost. The street sweeper may work harder than an 
opera singer, yet the value of his services will be less. 
It may cost me five days to make a table that the fac- 
tory will turn out in five hours, yet my table will not 
sell for more. ‘The marginal cost around which values 
gravitate is not individual cost, but social cost. The 
value of a commodity is due not to the labor of the in- 
dividual who has made it, but to the social service which 
it is going to render, that is, to the social sacrifice which 
it is going to save. When we say that individual cost 
of production fixes value, we really mean that it ex- 
presses the value that is fixed by social forces as a whole. 

The failure to recognize the essential equivalence of 
marginal utility and marginal cost is due to the neglect 
of this social element. It is true indeed that in modern 
life there is no such equivalence for the individual con- 
sidered as such ; and this has led most thinkers astray. 
If a knife ordinarily exchanges for a book, to any one 


1«* The Social Elements in Value,’ Quarterly Journal of Economics, 
vol. XV, IgoI. 
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individual the pleasure may still be less than the sacri- 
fice, and to his neighbor the sacrifice may be less than 
the pleasure. I may like a cow more than a horse, or I 
may be able to raise a particular horse for less than a 
particular cow; but that will not enable me to buy 
horses in the market for less than cows. The balance or 
equilibrium is not between the pain and the pleasure of 
the individual, but between the pain and the pleasure of 
the group. Individual utility is indeed not equal to indi- 
vidual cost ; but social marginal utility must everywhere 
be equivalent to social marginal cost. The idea that there 
is an inevitable opposition between the cost theory and 
the utility theory of value rests on the failure to discern 
its social basis. 

Let us look at some of the consequences of this failure. 
The classical economists thought that they had hit upon 
an important truth in differentiating the theory of inter- 
national trade from that of domestic trade. As finally 
developed by Cairnes, the theory of international trade 
rests on an acute analysis of reciprocal demand and re- 
ciprocal cost in the sense of comparative social sacrifice. 
But Cairnes, like Ricardo and Mill before him, did not 
see that the same analysis is applicable to all trade, that 
is to all value, because in internal, as well as in interna- 
tional, commerce the controlling considerations are so- 
cial, and not individual in character. It must therefore 
not surprise us to find that only the other day the gifted 
Prime Minister of England issued a noteworthy pro- 
nunciamento on the tariff agitation, in which he employed 
as one of the fundamental premises of the argument for 
protection, or rather for retaliation, precisely this unreal 
distinction between the theory of international and the 
theory of internal trade." When we reflect on the weight 


1 Economie Notes on Insular Free Trade. By the Rt. Hon. Arthur 
James Balfour. 1903. p. 5. 
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to be attached to this ministerial manifesto in the poli- 
tics of a great nation, must we not recognize the impor- 
tant consequences of such an error in theory. 

I do not wish to be understood as intimating that be- 
cause one of the premises happens to be unfortunately 
chosen, the conclusion cannot be defended on other 
grounds. On the contrary, the relation between the in- 
dividual and the social elements of economics has often 
been inadequately expounded by the free traders, no less 
than by the protectionists. Adam Smith himself seems 
to realize that the collective interests are paramount, 
when he seeks to unfold the principles of the Wealth of 
Nations, but he identifies the social with the individual 
interests when subject to the unimpeded action of na- 
turallaw. The Mercantilists of old based their demands 
for extreme protection on the mistaken theory of balance 
of trade—mistaken, because it confused the collective 
economy with the private economy—because it assumed 
that a country, like an individual, must have a surplus 
money income. But the Free Traders went to an op- 
posite extreme when they identified the social with the 
individual interest and claimed that if only individual 
action be unfettered and if free scope be given to the 
principle of self-interest the results are bound to be ben- 
eficent for the group as well. 

Another illustration of the tangle of thought into 
which we are plunged by the failure to realize the social 
implication of economic law is to be found in the theory 
of private property. We have been taught that our 
modern age is immeasurably superior to that of classic 
antiquity, and as a typical proof we are referred to the 
progress in the theory of property. The Roman doc- 
trine of private property was that of occupation, and is 
no doubt to be explained in large measure by the facts 
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in the development of Roman life. On the other hand, 
the theory as elaborated by the philosophers, and tacitly 
accepted by the people, of recent centuries is the labor 
theory. We pride ourselves on the advance that has been 
made. The Romans seized their property, so it is said ; 
we earn our property : the one is a brutal doctrine ; the 
other a moral doctrine. 

And yet, half uneasily, half regretfully, we are begin- 
ning to realize that things are not quite so simple ; that 
the labor theory does not exactly fit into the facts of 
modern life. In truth, the labor theory, like the occu- 
pation theory, is deficient because it looks at the indi- 
vidual, instead of the social, element. Take for example 
our modern problem of irrigation. The English com- 
mon law conception of private property—the property 
that reaches, as has been drastically said, from heaven 
to hell—is a product of a moist climate—of conditions 
where there is an abundance—nay, even a superabun- 
dance—of water, and where private interest could be 
safely depended upon to give the best results. But in 
the arid and semi-arid regions of our western empire, 
neither occupation nor labor is deemed to give an equi- 
table title to the river or the adjacent riparian lands. 
The new code of private property which is springing up 
in the West is one in which the individual rights are 
clearly and forcibly held subservient to those of the 
community. 

What is true of irrigable land in the West is true in 
varying degree of many forms of private property in the 
East. ‘ May I not doas it listeth me with my own,” isa 
cry far less frequently heard than of old. Private prop- 
erty as a concept will no doubt always remain with us; 
bnt the content of the concept is changing and has 
changed from the beginning of civilization. Property 
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in slaves was at one time considered economically advan- 
tageous and morally defensible. Private ownership of 
the highways was not so long ago usual and justifiable. 
In the city of New York to-day the process of the ex- 
tinction of private property in docks is fast going on. 
If, as Carlyle tells us, no one believes what his grand- 
father believed, we may almost say no man owns what 
his grandfather has owned. Moreover, not only do we 
no longer own the same things, but even where this is 
the case, we do not own them in precisely the same 
way. What phrases are more common to-day than the 
obligation of wealth—the public trusteeship of property, 
and the like. How long will it be before we tread the 
same path that has been opened up in the fiscal domain, 
where voluntary contributions have become transmuted 
into compulsory payments, and where the moral duty 
is now converted into a legal obligation. With the ad- 
vance of society the individual element in the justifica- 
tion and in the content of private property recedes, and 
the social element comes to the fore. 

Another application of the same principle may be 
seen in the controversy that is agitating all parts of our 
country to-day—the labor question, with the problem of 
trade-unionism and the open shop. If there were time, 
it would be profitable to dwell upon this thought—that 
while there is indeed only too much truth in the conten- 
tion that many of our unions are steering perilously close 
to the rocks of monopoly and extortion, the problem 
cannot be solved simply by emphasizing the right of the 
individual laborer. The right of the individual to work 
is indeed, as Turgot told us over a century ago, a sacred 
and imprescriptible right; but the conditions under which 
this right is to be exercised are by no means a matter of 
mere individual discretion and of social unconcern. We 
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are beginning to see that the securest guarantee of lib- 
erty is the social sanction—that true and permanent free- 
dom is at bottom an outgrowth of social forces, and that 
individual bargaining results in a mere empty husk of 
freedom. Liberty—to quote Carlyle again—is a divine 
thing ; the liberty to die by starvation is not so divine. 
If this is true, then the real sacredness and imprescripti- 
bility attach to that wise and collective action which 
will secure a higher and more effective liberty for the 
members of the group, and which it goes without saying 
must be so devised.as not to close the door of opportu- 
nity to either the unfortunate or the peculiarly gifted. 
To magnify the individual at the expense of the social 
group is to close our eyes to the real forces that have 
elaborated modern liberty and modern democracy, not 
in the backwoods of a frontier community but in the 
busy marts of commerce and the complex home of in- 
dustry. 

But however tempting the pursuit of this line of in- 
quiry would be, I must pass it by in order to reach what 
is in some respects a still more important illustration. 
This is to be found in the domain of public finance. 
Partly for this reason, and partly because the questions 
of public finance have never been touched upon by any 
of my predecessors in their presidential addresses, I ven- 
ture to deal with this part of the subject at greater 
length. 

The point I have in mind is concerned with a funda- 
mental problem in taxation. In the ordinary manuals 
we find the chief emphasis put on the principles of uni- 
formity and universality of taxation. The study of dis- 
tributive justice, in its economic foundations, has long 
been the storm center of scientific fiscal controversy. 
Whether with the older writers we advocate the doctrine 
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that men should be called upon to discharge their obli- 
gations to government in accordance with the benefit 
they receive from it—or whether with the newer writers 
we accept the doctrine that taxes should be levied in 
proportion to the ability of the tax-payer—in both cases 
alike the starting point and the goal of the discussion is 
the individual. This of course does not mean that these 
doctrines equally rest upon what might be called the 
atomic doctrine of the state. On the contrary, it isa 
matter of common knowledge that while the benefit 
theorists accept that conception of government which 
has been described as “anarchy plus the policeman” 
the faculty theorists on the contrary count in their 
ranks the advocates of radical social reform and even 
most of the socialists themselves. 

The point that it is desired to emphasize, however, is 
that both schools are individualistic in the sense that 
their conception of justice in taxation revolves about the 
burden resting on the original individual who pays the 
taxes, and disregards the subtler consequences of the 
economic law that governs the transaction. Just as the 
benefit theorists think only of the advantages accruing 
to the individual, so the faculty theorists are primarily 
concerned with the problem of equal sacrifice as between 
individuals, with the exemption of the individual mini- 
mum of subsistence, and with the scheme of graduated 
taxation as between individuals. They, like the others, 
have in mind first and foremost the individual. 

Now, there are two remarkable facts connected with 
this modern development of fiscal theory. In the first 
place, every American investigator cannot but be struck 
with the discrepancy in our text books between the 
theories and the application of the theories. My distin- 
guished predecessor in this presidential chair, Professor 
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Henry C. Adams, will I trust not think that any betrayal 
of confidence is involved when I recall his statement that 
the great difficulty with which he had to contend, when 
writing his admirable work on the Science of Finance, 
was the well-nigh insuperable task of making his con- 
clusions, drawn from the theory of ability, of any prac- 
tical avail when dealing with our specific problems. 
And if we could analyze the thought of many members 
of this audience, I am confident that my distinguished 
predecessor is not by any means the only one who has 
been forcibly struck by this fact. The theoretical con- 
clusions all seem to point one way, and the possibility 
of practical application the other. In fact, if I may be 
pardoned for sounding a personal note, it was this yawn- 
ing gulf, this gaping hiatus between theory and applica- 
tion which prevented me from publishing several years 
ago the results of a protracted study on the Income Tax. 
I did not then understand that the difficulty is far more 
deep-rooted, and that the disparity is due not to any 
doctrine of faculty, but to the underlying individual 
basis of the accepted theory of finance. 

Not only are the conclusions of the generally received 
doctrine inapplicable to our condition, but—and here we 
come to the second remarkable fact—the recent history 
of American taxation seems to be in flat contradiction 
to the very foundations of the theory. Equality and 
universality of taxation are accepted as the corner-stones 
of the faculty theory. How then shall we explain the 
indubitable fact that our general property tax is disap- 
pearing, that personalty is slipping out of the assessment 
lists, and that in all our great industrial centers at least, 
real estate has come to bear well nigh the exclusive 
burden. Where are the equality and the universality of 
that practice? How shall we explain the fact that while 
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indirect taxation is theoretically opposed to the doctrine 
of equality, in the country as a whole the revenue from 
indirect taxation is a continually increasing proportion 
of the total income. And if it is claimed that at all 
events our modern taxation of corporations is a step in 
the direction of greater equality, do you not see that the 
real tax-payers are not these fictitious entities which are 
called corporations, but the human beings that compose 
them? Taxation of the corporation is not taxation of 
the individual security holder, for the majority of the 
securities in great classes of our corporations are in the 
hands of the bond-holders who are not touched by the 
tax ; since in every solvent corporation the payment of the 
stipulated interest is deemed a fixed charge, taking 
precedence of the payment of taxes. Wherever we 
turn -the facts seem to give the lie to the doctrine of 
ability. 

What is the explanation of this curious state of affairs ? 
Are we really going to the bad? Have we lost our grip 
on the cardinal principles of justice? Or is the fault to 
be ascribed to the theory rather than to the facts. And 
if so, where shall we look for its weakness, and what is 
the new doctrine that is capable of interpreting the 
facts, and of clearing up the mist in which the whole 
subject is enshrouded. 

To these queries I would answer: our American de- 
velopment is based not on injustice, but on justice ; it is 
moving in the right, not in the wrong direction ; it isin 
accord with, not in opposition to, the real economic law. 
If the current theory does not harmonize with the facts, 
so much the worse for the theory. In truth we have 
been living in a fool’s paradise. We have accepted from 
the European writers, and have developed with weari- 
some iteration, a doctrine which is not only in flat con- 
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tradiction to our American phenomena, but which if 
they were carefully analyzed, would be seen to be in al- 





most equal opposition to the facts of European life. We 





base our theory of taxation on an explanation which 





does not explain. It is high time that we should eman- j 
cipate ourselves from this foolish fetichism. 
A few writers have indeed felt that there was some- 
thing wrong, but have been unable to locate the real 
point of weakness. McCulloch, for instance, several 
decades ago, confessed that according to the accepted 
theory the income tax is ideal; but with the sound 
common sense of an Englishinan he sturdily maintained 
that in practice the income tax is a fraud, and he con- 
tended that indirect taxes were therefore indispensable. 
Hence his conclusion that equality of taxation cannot 
be attained, and that what is right must give way to 
what is expedient and practicable—truly a lamentable 
conclusion. More recently Mr. Edwin Cannan stated 
that “economy plays and should play a much greater 
part, and equity a much smaller part, in schemes of tax- 
ation than is commonly supposed.” If this were true 
we might as well abandon the notion that at bottom 
there is an essential correlation between economic and 
moral law, we might as well relinquish the belief, so 
deeply cherished by some of us, that in the long run 
the true economic welfare of a community is identical 
with its abiding ethical interests. 
But it is not true, and the failure to detect the truth, 
the inability to perceive the real cause of the clash be- 
tween the theory and the practice is ascribable to the 
fact that we have put the emphasis upon the individual, 
rather than upon the social, aspect of economic law. Let 
me make my meaning clear. 
When we speak of the burdens of taxation, we ordin- 
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arily think of the individual—of the burden upon one 
man as compared with that upon his neighbor. For in 
last resort it is always the individual who pays, either 
by dipping his hand into his own pocket, or by suffering 
a diminution in the revenue which he would enjoy if 
there were no tax. On this assumption we proceed to 
elaborate our highly wrought theories of fiscal equity. 
Thus we say that taxes should be proportional or progres- 
sive, that equality means relative equality as between 
individuals in the community, and that the real sacrifice 
imposed upon one man should not differ from that im- 
posed upon his neighbor. 

It is indeed true that writers on finance have been 
cognizant of the fact that not all taxes are borne by 
those.that pay them in first instance. A chapter or two 
on the shifting and incidence of taxation is to be found 
in almost every treatise. But for the most part the dis- 
tinction has been between direct and indirect taxes ; and 
in the case of the indirect taxes, which are shifted to 
the final consumer, it has usually been thought that 
there is no room for any application of the doctrine of 
ability and sacrifice. To this is to be ascribed, in part 
at least, the effort of modern fiscal reformers to diminish 
the scope of indirect taxes. 

But here we have a remarkable situation. It is con- 
ceded that when we tax the individual owner of a com- 
modity which is subsequently disposed of by purchase 
and sale we must regard the economic law governing 
the transaction and study the consequences which affect 
other individuals, z.e., the social results. If, however, 
the owner of the article does not dispose of it directly, 
but uses it to secure a revenue with which he then 
parts, we call it by some hocus pocus a tax on property, 
not a tax on commodities ; and we shut our eyes to the 
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essentially identical process of economic law. If we sell 
the sheep in the market, the tax, so it is said, is indirect; 
if we keep the sheep on the farm, and sell only the wool, 
we term it a direct or property tax. If a real estate 
broker deals in land, the tax on the land as it goes 
through his hands is an indirect tax, and presumably 
outside of the realm of ability ; if he purchases the land, 
and sells the wheat, the tax is a direct tax, and to be 
judged by the principle of sacrifice. 

This is far more than a mere question of nomenclature. 
In the one case we follow the working out of economic 
law through alterations in values; in the other case we 
assuine that there are no such changes. In the one 
case we regard the social elements in the problem; in 
the other, we keep our eyes fixed on the individual ele- 
ment. Yet in essence what is the difference? What is 
the magic which transmutes a commodity into some- 
thing different from a piece of property. A commodity 
is an economic concept; property is a legal concept: 
at bottom a particular article is nothing but a form of 
wealth, and subject to the laws that govern wealth. 
Yet the core of economic law is the study of the social 
relations of individuals. The entire distinction between 
direct and indirect taxes in the sense that in the one 
case we have to deal with immediate results, and in the 
other with ulterior consequences—this entire distinction 
is illusory. In the one case as in the other the conspicu- 
ous fact is the social process. 

It must indeed not be forgotten that some writers 
have in part apprehended this, and have endeavored to 
elaborate a universal law of fiscal causation. Adam 
Smith and Ricardo were on the right track but their 
efforts were largely frustrated by the fact that they cen- 
tered their attention upon the shares in distribution ; 




















Social Aspects of Economic Law 65 


whereas in actual life we cannot reduce our bewildering 
variety of imposts to the simple categories of taxes on 
wages, rent and profits. Canard and his slender band of 
followers went a step further in boldly proclaiming the 
law of the generai diffusion of taxes. But their exposi- 
tion failed to command assent because they overshot the 
mark and overlooked the obvious cases where there is 
no shifting at all. Asa consequence, modern theory has 
proceeded on the assumption that direct taxes at least 
tend to stay where they are put, and that the ideals of 
distributive justice are to be attained by an equitable ap- 
portionment of such direct charges on the individuals. 

It is high time that we realize the fallacy underlying 
this assumption. As a matter of fact our complex mod- 
ern industrial society has rendered necessary a transition 
from the individual to the social point of view, and calls 
for a study of taxation based on the existence of eco- 
nomic law. 

In such a study the two chief factors must be the 
shifting and the capitalization of taxation. Each of 
these has been more or less touched upon by previous 
thinkers, but no effort has yet been made to bring them 
into harmonious codperation. 

Capitalization is now a familiar conception. If a tax 
of one per cent is imposed on a corporate five per cent 
bond, previously selling at par, then if the bonds of 
other classes of corporations are not taxed the man who 
buys this bond will pay only $80 for it; he gets $5 
interest and pays $1 in taxes, and his net return of $4 
bears the same proportion to $80 that the former net re- 
turn of $5 bore to $100. In other words, the tax is 
capitalized into the difference of the market value of the 
bond, and the new purchaser who advances the money 
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does not bear the tax. As the original holders gradually 
sell out, the tax in time comes to rest on no individual 
at all. 

The shifting of a tax is not much more complicated, 
as a conception at least. Ifa special levy, for instance, 
is imposed upon houses and reduces the income of 
the owner, there will in ordinary circumstances be a 
cessation in house building until with the progress of 
population rents rise. But if rents rise, the manufact- 
urer or merchant who occupies the structure will be 
compelled to charge more for his wares; and if these 
wares are the raw materials for some other product, the 
rise will be successively transferred from one operation 
to another until it loses itself in the prices paid by the 
ultimate consumer. 

Let us now combine these two conceptions. The 
older doctrine of shifting led to the so-called diffusion 
theory; the newer doctrine of capitalization leads to 
what I would call the absorption theory. For in such 
cases the tax is not diffused, but absorbed. Whether, 
however, the tax is diffused or absorbed, the burden on 
the individual who comes to be the permanent owner of 
property ultimately vanishes. The combination of the 
diffusion and of the absorption theories of taxation re- 
sults in what I should like to call the final disappear- 
ance theory. That is, in all cases where a man parts 
with his property or with the produce of his property or 
his earnings—and in modern economic life this is more 
and more overwhelmingly the rule,—the tax finally dis- 
appears as a permanent burden on the individual on 
whom it is sought to be imposed ; although, of course, it 
does not disappear in its effects, often unlooked for, on the 
economic progress of society as a whole, or of the various 
social classes in particular. 
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If we apply this doctrine to our problem, we are con- 
fronted by this situation. Take a tax on land, for in- 
stance. In the case of agricultural land, provided that 
in practice real estate is the well nigh exclusive, or at 
least the preponderant form, of property assessed, the tax 
is either shifted by being added to the price of the pro- 
duct or, where conditions do not allow this, it is capi- 
talized into a lower selling value of the land, and when 
the land changes hands the new purchaser buys himself 
free of tax. Thus in the course of time the tax is dif- 
fused through capitalization or shifting. In city real 
estate the same is true; either rents will go up, or prices 
of lots will go down, and in the end the community as a 
whole bears the burden. 

Again, take personal property. In the case of mort- 
gages it is now fairly well understood that a tax on the 
man who lends the money does not remain on him, but 
leads to an increase in the rate of interest, with all kinds 
of ulterior effects on building operations, and on the 
general fiscal and economic welfare of society. With 
personal property invested in corporate securities, the 
same results arise not only from shifting, but also from 
capitalization. In the case of the railway bond, men- 
tioned above, the new purchaser does not suffer, but 
neither does the shipper, provided any dividends at all 
are earned. But in the case of railway stocks, the de- 
pression of market price that would follow the imposi- 
tion of the tax might result in limiting the investment 
of new capital to such an extent as to diminish facilities 
or to raise rates. In the one case we would have capi- 
talization, in the other, shifting. But in neither case 
would there be any permanent burden on the individual 
security-holder who purchases after the imposition of 
the tax. 
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The same analysis might be applied to all the other 
forms of taxation. To keep our eyes riveted on the in- 
dividual taxpayer will only lead us astray. 

A new light is thus thrown on the distinction between 
real and personal taxes. The books tell us that personal 
taxes are bad because they are inquisitorial. This is 
undoubtedly true. But tax reformers nevertheless advo- 
cate personal taxes, because they think that in this way 
alone can individual justice be secured. They fail to 
realize that under modern economic conditions the only 
kind of a personal tax which can be made to rest on the 
individual is a poll tax, or a direct consumption tax, 
both of which all agree in condemning. Under the 
highly complex competitive conditions of to-day, the 
general property tax becomes in practice a partial 
property tax, or a tax on certain kinds of property, 
irrespective of the question of individual ownership. 
Under modern conditions a general income tax which is 
presuined to reach with accuracy the ability of each in- 
dividual becomes in practice either what the Germans 
call a Lug- und Trug System, a “lie and cheat system,” 
with the burden primarily on the classes unable to pay ; 
or, as in England and her colonies, a series of imposts 
not on the persons who receive the income, but on the 
property which yields the income, or on the corporation 
or the employer who pays the income. In neither case 
is there any assurance of equivalence between the 
amount of the tax and the ability of the recipient of the 
income. 

If we recollect that in the ultimate working out of 
economic law there is no such distinction between real and 
personal taxes, but that the difference is simply one of 
administration and not of essence, our attitude to the 
whole problem is changed and our opinion as to the ethical 
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superiority of personal to real taxes must be completely 
modified. The new ideal is a tax on wealth, the old 
ideal was a tax on the individual who owned the wealth. 
The new ideal is a tax on the economic process or 
phenomenon, the old ideal is a tax on the individual 
subject of the phenomenon. The contrast is striking 
and profound. 

The origin of our present confusion is not far to seek. 
In the middle ages there was no active competitive life. 
Land was not commonly bought or sold, corporate securi- 
ties scarcely existed, and there was well nigh no field 
for capitalization of taxation. Exemptions were granted 
to individuals and to classes—not to classes of property, 
but to classes of individuals owning property, which is 
a very different thing. Taxes on consumption were so 
contrived as to fall with crushing severity on the indus- 
trious and the worthy. What wonder that the cry went 
up for justice through individual equality of taxation. 
And even to-day, in parts of this country where more 
primitive economic conditions still prevail, there is some 
saving virtue in a general property tax, as perhaps else- 
where in a general income tax,each considered as a person- 
alobligation. The simplera community, the weaker are 
the action and interaction of social economic forces ; the 
more scope is there for the emphasis on the individual fac- 
tor. But in the morecomplex society of to-day, the society 
of competitive capitalism, of mobility of economic agents, 
of large industry and modern media of communication, 
the problem is no longer that of the individual, but of the 
effect of economic law on the various classes of society, 
on the agencies of production and on the facts of group, 
rather than individual, consumption. What I have 
called the disappearance theory of taxation rests on the 
facts of social production and of group consumption. 
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What are the conclusions to be drawn from this the- 

ory? They can be put succinctly as follows : Under con- 
ditions as they already exist in a large part of this coun- 
try, and as they are fast coming to exist in the remain- 
der, the effort to secure justice in taxation does not im- 
ply the need of considering only the individual. It is 
not necessary to impose a tax on general property, for the 
same result can be reached by taxing only special classes 
of property, provided of course that we do not repeat the 
medizval error of exempting particular individual own- 
ers within each class. It is not requisite to tax all cor- 
porations, since it suffices to tax only certain classes of 
corporations. It is not necessary to tax all incomes, 
when the same end can be attained by taxing certain 
specific sources of income. Above all, while we do not 
need to tax all consumable commodities, as by the gen- 
eral excises of former days, it is equally unnecessary to ap- 
ply the predicate “ just ” to direct taxes, and to withhold 
it from indirect taxes. 

But I must not be misunderstood. In our impatience 
with the old doctrine, we must be careful not to jump 
too far to the other extreme. While it is true that prop- 
erty taxes which are not shifted tend, according tothe 
absorption theory, to be capitalized, thus exempting the 
future owner, the burden still remains on the present 
owner. That is the very meaning of absorption, as op- 
posed to diffusion. Final disappearance does not mean 
immediate disappearance, and in many cases the imme- 
diate results are the important ones for the individual. 
It is manifestly unfair to make the present bear all the 
load of the future. 

Hence it behooves us to goslowly. We must hesitate 
before levying high special taxes on particular kinds of 
business for fear of injuring the business itself, and thus 
sacrificing both future and present. We must pause be- 
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fore accepting the scheme of our single tax friends, be- 
cause their basis is too narrow, and the sacrifices de- 
manded from the present owners of land are too heavy. 
Per contra, we need not accept the old project, now 
again furbished up and presented by some, that the ideal 
impost is a tax on all forms of productive capital,—for 
quite irrespective of its magnificent impracticability, the 
theory of capitalization renders it quite unnecessary. 

Our American system is therefore moving in the right 
direction. We do not levy our so-called indirect taxes 
indiscriminately as of old; but apart from the tariff, the 
importance of which is only secondarily fiscal, we limit 
the subject of federal taxation to a very few articles of 
widespread consumption. We no longer in our most ad- 
vanced states attempt in practice to levy a general prop- 
erty tax, but are content, as is almost true in New York 
to-day, with state taxes levied not on individuals, but on 
inheritances and corporations. Finally, while in local 
taxation we still hold to the theory of a general prop- 
erty tax, in practice we are fast coming to the well nigh 
exclusive taxation of real estate. 

But whereas we are moving in the right direction in 
these commonwealths where the conditions are ripe, 
simply because the economic facts are too strong for the 
law, the law still conforms to the old theory. And the 
difficulty of altering the law is ascribable to the fact 
that neither our statesmen nor our economists have yet 
been able to frame a theory which will at once explain 
the conditions and respond to the sense of justice in the 
popular mind. Let us hope that when once we shall 
have realized the true implications of this newer theory 
which emphasizes the social aspects of economic law, we 
shall be able to prove to the satisfaction of all that in 
order to secure justice we do not need to impose a tax 
which seeks equally to hit in first instance every indi- 
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vidual member of the community. We shall then grasp 
the fact that while equality from the individual point of 
view means equality as abstracted from class differentia- 
tion, equality from the social point of view means 
equality only within the class, and is compatible with 
an ostensible inequality between the classes. For here 
as elsewhere, all is not what it doth seem, and the 
apparent original inequality, when subjected to the 
crucible of social analysis and social process, resolves 
itself into a higher equality. 

In conclusion, then, let us not minimize the revolu- 
tionary character of the general principle which is the 
burden of my theme. I submit it indeed with diffidence, 
but with a firm conviction that if true it is destined to 
lead to important results. If the social aspect of eco- 
nomic law is really as significant as I think it is, we 
must rebuild large parts of our economic edifice. We 
must recognize that the psychological school of eco- 
nomics has gone off on a wrong tack, not because they 
emphasize psychology, but because their psychology is 
not of the right kind; we shall have to confess that the 
opposition between the cost theorists and the utility 
theorists, is to a great extent needless; we shall have to 
revise our attitude to the problems of international trade, 
of private property, of the relations of labor and capital ; 
and above all, we shall be compelled to rewrite our 
works on Taxation and Finance. 

Let me trust, however, that there will be no miscon- 
ception of the real bearing of my contention. The sub- 
ordination of the individual to the social element in 
economic life and law does not imply any depreciation 
of the individual as such, nor does it mean that the ideal 
polity of the future must resemble the crude socialism 
that 1s so loudly proclaimed by some. For all human 
beings, after all, the goal of endeavor must be the perfec- 
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tion and the fruition of those latent qualities and possi- 
bilities that distinguish us from the brutes and that con- 
stitute our personality. Moral development means self- 
development, and progress can come only through free- 
dom. Individualism in this sense is the very goal of all 
achievement. 

We must, however, not forget that the individual has 
become what he is largely through society. Let us re- 
member that side by side with the individual struggle 
for existence, there has been the group struggle and 
that, as has recently been pointed out, the mutual aid 
within the group has been the very condition of the con- 
test between the groups. Let us remember that the in- 
dividual as he exists to-day has been hammered out by 
society, that individual ethics is the result of social 
ethics, and that individual progress is largely the conse- 
quence of social progress. 

Economics, politics and ethics are each of them a part 
of the greater social science. In each of them we find 
the universal problem of attaining unity in multiplicity. 
The aim of economics is to show the reconciliation of 
private wealth with public welfare ; the object of politics 
is to secure individual liberty through a free common- 
wealth; the goal of ethics is to prove that individual 
morality is in harmony with the very conception of the 
universe. Economics shows how a prosperous indi- 
vidual can come only through a prosperous society ; 
politics teaches how a free individual can persist only 
in a free society; and ethics makes it clear how a per- 
fect individual can be conceived only as a constituent of 
a perfect society. Prosperity, freedom, morality—all 
alike are at bottom social conceptions. They can be 
reached in practice only through a common striving 
together; they can be comprehended in theory only 
through an analysis which accentuates the social 


element. 











ADDRESS OF WELCOME 
EDWIN A. ALDERMAN 


I give you a very hearty welcome, gentlemen of the 
American Historical and American Economic Associa- 
tions, to the lower South, to the city of New Orleans, and 
to Tulane University. Your presence here adds a certain 
charm and distinction to this gracious holiday season. 
We, to whom this city is home, desire to make it a real 
home for you, though the roof-tree that shelters you may 
be many leagues away. We are glad to have you here, 
not only for yourselves, but because we believe that you 
can help us to deal wisely with our problems, which are 
many and grave. The historian and the economist are 
to me the most interesting of men. Their laboratory is 
humanity, and their aim a state of society in which men 
can make the most of themselves. The task is an ap- 
palling one, but I believe the names of some of you 
will be held in honor by men, because of this aim, when 
the more dramatic figures you study, as they stagger 
under the burden of their millions, will be quite forgot- 
ten save as mere social phenomena. 

You have come, I think, to a very fascinating portion 
of the most fascinating nation on earth, considered from 
the standpoint of the historian and the economist. Cer- 
tainly, nowhere else on earth is there offered to thought- 
ful mena more interesting study in social self-realization 
or in the course of this great democratic experiment. 
The noble lines of a wonderfully human experience are 
visible on its face—experience of sorrow and loss and 
disaster, of battle and seige and pestilence, of joy and 
pride and achievement. No Francis Parkman or Theo- 
dore Roosevelt has told the story of the “ Winning of 
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the Southwest.” Great deeds have been done here. Here 
an empire was born, and here a great battle was fought 
which gave a hero to democracy, and thus gave to de- 
mocracy its opportunity. 

The New Orleans that you honor with your pres- 
ence to-day is a community of boundless hope, of al- 
most joyous self-reliance, of an exhilerating realization 
of independence and self-consciousness. The Southern 
seaboard is coming into its own, for the balance of 
commercial activity is tipping, surely toward this Amer- 
ican Mediterranean. This spirit of hope is more subtly 
expressed, however, than in the roar of mighty bull 
campaigns, or in the volume of export statistics. The 
divine philosophy of defeat is revealed in this spirit. It 
is a kind of mental exaltation, marking the reconstruct- 
ive work of men who have brought the city through the 
most thorough-going social revolution of modern times 
by the use of such empire-building tools as patience, 
grimness, energy and faith. 

The spirit of this metropolis is the spirit of the whole 
region. For forty years the South was practically an- 
other nation, building its social order on the basis of an 


inherited economic misconception. For another forty. 


years it has been striving to retain its best traditions, its 
idealism and its simplicity, to recover the industrialism 
in commerce and education which it had lost, and to 
achieve nationalization in politics and liberalism in opin- 
ion. The South has regained the spirit of industrial- 
ism with which it started. Many details remain to be 
worked out, but the spirit is there. By industrialism I 
do not mean commercialism. Commercialism is a mere 
sordid theory of life. Industrialism is the scientific 
mastery of the raw material and its wise disposition ac- 
cording to the laws of trade. Thus considered, indus- 
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trialism is a mighty and a moral part of the movement 
of society. When the practice of industrialism catches 
up with the spirit, politics will be nationalized and 
thought liberalized in the South, for the economic 
structure of society is largely responsible for its ideals. 
Our real problem, therefore, is to try to industrialize our 
society without commercializing its soul. I wonder if 
the thing is possible ? 

The tragic fundamental fact in Southern life is an 
economic fact—the presence here in large numbers of 
the African as a great economic factor. There has not 
been a moment in sixty years, largely owing to his pre- 
sence, that the South has not passionately subscribed to 
one of two or three great political dogmas or doctrines. 
We are, as a consequence, the sturdiest political meta- 
physicians of our race with a capacity for political soli- 
darity that is almost distressing. For sixty years the 
South stood ready to die, and did die, for the doctrine of 
state sovereignty. To-day it would die with even more 
amazing oneness of mind for the doctrine of racial in- 
tegrity or the separateness of the two races. ‘This does 
not mean race hatred. There is a certain amount of 
race hatred, of course, and there are reasons for this, but 
the best Southern people not only do not hate the negro, 
but come nearer to having affection for him than any 
other people on earth, and they hold this faith in a spirit 
of common sense and justice and sympathy and helpful- 
ness to the black race. They are too wise not to realize 
that posterity will judge them according to the wisdom 
they use in this great concern. They are too just not 
to know that there is but one thing to do with a human 
being, and that thing is to give him a chance, and that 
it is a solemn duty of the white man to see that the negro 
gets his chance in everything save social equality and po- 
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litical control. The Southern people believe with their 
usual intensity that it is the duty of civilization always 
to protect the higher groups against the deteriorating 
influence of the lower groups. This does not mean that 
the lower should be prevented from rising, but that it 
should not be permitted to break down the higher. The 
improvement and progress of the backward nations and 
races should all come by improving the condition of 
their own group, but should never be permitted to come 
at the expense of the higher or more advanced group, 
nation or race. Social equality or political control 
would mean deterioration of the advanced group, and 
the South is serving the nation when it says it shall not 
be so. But I am not here to discuss this question. Dis- 
cussion of it has become a national disease and should 
be quarantined against, for it is getting hysterical and 
dangerous. The doctrinaire and magazine writer 
thought they had settled it thirty years ago. How 
foolish seems their talk to-day! My prescription is “ si- 
lence and slow time,” faith in the South and wise train- 
ing of both white and black. 

The idea I wish to present, however, is this. A 
people who hold to high political doctrines, which do 
not admit of compromise in their minds, gain in a genius 
for intensity of conviction what they lose in liberalism. 
They become idealists—possibly martyrs to an idea. 
Great virtues, like unsordidness, unselfishness, simplicity, 
patriotic devotion, come to dwell within them. They 
cease tu fear anything but denial of their doctrines. 
You can not frighten them with poverty, oppression, 
obscurity or any other terror. You can not cajole or 
deceive them. They become single-minded and self- 
centered. It is plain to me that by the very tragedy of 
its history, the South is the most idealistic section in 
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America to-day. New England was forty years ago. 
Industrialism has diminished idealism there, though 
not moral persistence or love of order. The South 
to-day wants wealth and success and power, and is hot- 
footed on the trail of it, but it would imperil all for its 
dogma. It is still a land of enthusiasms, loyalties, prin- 
ciples and slogans. It still loves a good generous phrase 
like “the consent of the governed.” No other people 
except the French will so quickly rally around a phrase, 
or a doctrine, or a song, or an attractive personality like 
the Americans of these Southern states. 

Now, I believe that America needs this intense ideal- 
ism of the South, stamped into its life by its sad, strange 
history. The nation should thank God that it is here, 
for after all, it is a spiritual force needed to help combat 
vulgar strength and coarse power. I have said that in- 
dustrialism will change this idealism, and so it will, but 
it is too deep for destruction or submersion. For gener- 
ations it will play about some phase of national life, for 
sectionalism as a philosophy or a creed has gone forever, 
unless it shall be galvanized into life again by the har- 
monious cooperation of Senator Tillman and the Union 
League Club. It was travelling fast toward the con- 
ception of national unity, for which it stood so grandly 
in the early days, when, somehow, it got shunted off, 
but it will return to that—at least, so runs my dream, 
and so points my logic. Whenever this vast grip of 
Southern idealism takes fast hold of the idea of national 
unity, of national destiny, of national hope, the great 
republic that we all love and count it a glory to serve, 
will feel its buoyant power as men in the valley feel the 
tonic of the upper altitudes. I wish for you, gentlemen 
of the two Associations, a session of freedom of speech, 
of wealth of learning, and of much pleasure and profit. 




















SUGAR 
WILLIAM C. STUBBS 


In discussing “ Sugar” before this Association, it will 
I hope, be remembered that I am a Louisianian and 
have spent many years of my matured manhood in the 
study of the sugar cane, and if therefore in my remarks 
I confine myself mainly to this plant, it will be another 
verification of the old adage that “ out of the abundance 
of the heart, the mouth speaketh.” 


DEVELOPMENT OF THE INDUSTRY 


The sugar industry of Louisiana began in 1794, nine 
years before the Louisiana Purchase. Starting with the 
$12,000 commercial crop of Etienne De Boré, grown 
upon the grounds of the present Audubon Park in 1795, 
the industry has expanded until it occupies a goodly 
portion of the South Atlantic and the Gulf coasts from 
South Carolina to Mexico. 

In Louisiana and Texas sugar is produced in large 
quantities. Elsewhere syrup alone is manufactured, 
though near Bainbridge in Georgia, a sugar house has 
recently been erected for the purpose of essaying the 
manufacture of sugar. In spite of the many serious ob- 
stacles, the sugar cane industry has grown and ex- 
panded until the average annual output is not far from 
$40,000,000. 

The sugar house in this time has undergone several 
radical transformations. De Boré’s horse mill and iron 
kettles have, through an almost continued process of 
evolution and improvement, eventuated in the central 
factory of to-day with its ponderous mills and crusher, 
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or diffusion batteries, superheaters, filterpresses, triple 
effects, vacuum pans, centrifugals, crystallizers and gran- 
ulators. One similarity remains. Once the oxen pro- 
pelling the mills were fed upon the tops of the canes 
they were crushing; to-day, the refuse of the cane, the 
bagasse, constitutes the main fuel under the boilers, 
where steam is generated which propels the mills that 
crush the cane and evaporates the juice obtained there- 
from. So great indeed have been the changes in our 
modern central factories that an ante-bellum planter 
would not recognize one as a sugar house at all. 

The agriculture of sugar cane has kept pace with its 
manufacture. The old mould-board plow and home- 
made harrow have long ago been succeeded by the im- 
proved turn plow and revolving harrow, and these in 
turn have been supplanted by the disc harrow and plow. 
Improved labor-saving cultivators have largely displaced 
expensive hoe gangs, and the cane harvester now being 
evolved from the brain of genius is everywhere awaited 
as the first valuable contribution of the new century to 
the great sugar cane industry of the world. The 
“Louisiana Sugar Planters’ Association” has a standing 
prize of $2500 for such a machine. Drainage is recog- 
nized as a prerequisite to large crops, while irrigation is 
appreciated by all and practiced by few. The alluvium 
of the Mississippi delta, once regarded as inexhaustibly 
fertile, is today manured annually with thousands of 
tons of tankage, cotton seed meal and acid phosphate. 

These marvelous developments have been evolved 
from numerous and sometimes seemingly insurmount- 
able difficulties which have attended the industry from 
the beginning. Floods have repeatedly inundated whole 
sections and destroyed thousands of acres of cane. 
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Pestilence “that walketh in darkness” has several times 
laid a heavy hand upon large districts. The Civil War 
almost annihilated the industry, fifteen to twenty years 
being required for its partial recuperation. Low prices 
and unreliable labor have frequently shorn the industry 
of its profits. Unfriendly legislation has brought the 
coolie-raised or bounty-fed sugars of other countries into 
direct competition with that grown in the South. And 
lastly, and perhaps the most serious obstacle of all, is the 
want of permanency in our national legislation, a defect 
inherent in our form of government which gives the 
people the opportunity of overturning the “ powers that 
be” every four years. These obstacles have developed 
self-reliance, investigation, study and thought, and to- 
day Louisiana is justly esteemed the leader of the sugar 
cane world, and is sending words of intelligence and 
experience to every tropical sugar country. 

This progress, wonderful as it has been in the aggre- 
gate, has been obtained through much suffering, large 
expenditures of money, and thorough practical and 
scientific experimentations. It may be truly said of 
Louisiana, that nearly every dollar made by the sugar 
planters since the war has been utilized in the improve- 
ment of their estates, and in the reconstruction and en- 
largement of their sugar houses, until to-day they repre- 
sent, altogether, an investment of $100,000,000. 


INTRODUCTION OF CANE SUGAR 


Time and space forbid a detailed account of the in- 
troduction of the sugar cane into Louisiana by the 
Jesuits in 1751, and the many unsuccessful attempts at 
sugar making before 1795, the immoderate use of taffa, 


a rum made from the juice of the cane, and the excite- 
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ment and interest attending De Boré’s successful at- 
tempt at commercial sugar making in 1795 which 
stimulated scores of planters to follow his example, 
thus inaugurating the sugar industry of Louisiana and 
the South. The names of Dubreuil, Mazan, Destrehan, 
Mendez, Solis, Morin and De Boré are inseparably con- 
nected with the early history of sugar cane in this state. 

The first cane introduced into Louisiana was the 
Malabar, Bengal, or Creole variety, from which De Boré 
made his first crop of sugar. The Tahiti variety was 
introduced about 1797, and with the Creole, furnished 
the seed for the planters until John J. Coiron in- 
troduced the striped and purple varieties from the coast 
of Georgia in 1817 and 1825. These varieties soon 
supplanted the others and gave by their superiority an 
additional impulse to the sugar industry. It may not 
be out of place here to mention an appropriation by 
Congress in 1856 of $10,000 for the purpose of ob- 
taining cuttings of sugar cane of such varieties as were 
best suited to the climate of the Southern states. 
The Commissioner of Patents, in codperation with the 
Secretary of the Navy, provided two expeditions to se- 
cure these canes. One went to the Straits Settlements 
and brought back the Salangore variety, which was so 
badly rotted on arrival as to give no results. 

The brig Reliance, with Mr. Townsend on board as 
entomologist, visited British Guiana and Venezuela with 
specific instructions from Commissioner Brown to bring 
back certain varieties found near Caracas. Mr. Glover 
brought back 1008 boxes early in 1857. The news- 
papers of that day were filled with severe arraignments 
of all parties engaged in the introduction of these dead 
and worthless canes, but Commissioner Holt in his an- 
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nual report for 1857, speaks of the promising condition 
of the canes imported into the South from Demerara 
which “in the end amply compensate for the trouble of 
introducing them.” The evidence is contradictory, but 
it is well known to our older planters that no canes 
grew from either of these importations. 

In 1872, Mr. P. M. LaPice on his return from Java 
brought back with him a white cane which now bears 
his name, and which is quite largely cultivated in cer- 
tain localities of this state. Mr. DuChamps imported 
the Purple Elephant variety in 1875, and Mr. Palfrey of 
St. Mary parish, introduced about the same time the Bour- 
bon variety, which locally bears his name. Mr. LeDuc, 
the Commissioner of Agriculture in 1877, caused to be 
imported from Japan a peculiar variety called Zwinga 
or Japanese cane. It is an excellent hardy variety, 
stooling well. ‘The stalks are very small, and though 
of little value to the sugar planter of Louisiana, 
it has recently found high favor with the small farmer 
in Florida for the manufacture of syrup. In 1886, the 
Sugar Experiment Station, through the kind offices of 
Commissioner Coleman, began the importation of for- 
eign canes and now has over seventy-five varieties grow- 
ing upon its grounds. 

All efforts, however, to increase the sugar yields by a 
selection and acclimation of foreign varieties have been 
entirely stispended by the discovery of the ability of the 
cane seed (hitherto deemed infertile) to germinate and 
produce “seedlings.” Now every sugar country is pro- 
ducing annually thousands of seedlings and from them 
propagating those which promise the largest tonnage 
with the highest sugar content. The Sugar Experi- 
ment Station of New Orleans has experimented with a 
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number of these seedlings and has distributed in large 
quantities two of the most promising ones, no. 74 and 
no. 95, to the planters of this state. These seedlings 
are meeting with great success and hope is confidently 
entertained that they will ultimately supplant all other 
varieties and greatly increase the output of our sugar 


houses. 
OUTPUT 


It would be curious to trace the fluctuations in our 
sugar output since 1795. Freezes, overflows, droughts, 
excessive rainfalls, variations in the prices of sugar and 
cotton, have been some of the local disturbing influences, 
while national legislation has always exercised a pro- 
found effect. It may be mentioned that in 1844 and 
1845, on account of the low price of cotton, the cultiva- 
tion of the sugar cane was extended to the upper parishes 
of this state and to Mississippi. This successful exten- 
sion of the sugar industry into the cotton fields alarmed 
the sugar planters of the coast who positively asserted 
that with the high tariff of 1842 on sugar and the low 
price of cotton, that the entire cotton belt would go into 
sugar culture and ruin the industry. This is the only 
mention in history of the objection on the part of any 
sugar planter to a high tariff on sugar. The average 
crop of Louisiana is now not far from 300,000 long tons 
of sugar, though the crop for the year just closing, on 
account of an unfavorable season, will probably be ten 
per cent less. 

The most serious obstacles heretofore encountered by 
planters in the successful growing of cane sugar have 
been the occasional crevasses and overflows. With sugar 
cane, where the stalks are planted and where from two to 
six tons of cane per acre are required for seed, an over- 
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flow is often fatal to a planter. Several years will be re- 
quired to grow enough cane to re-plant and re-establish 
the prevailing rotation on an estate, and few planters 
can stand such a disaster. In 1887 Congress created the 
Mississippi River Commission, whose duty it is to im- 
prove the navigation of the river and works connected 
therewith. Its duties included the construction and 
maintenance of levees. This action by the national 
government was promptly seconded and supplemented 
in Louisiana by the creation of levee districts, governed 
by levee boards with power to issue bonds, levy and col- 
lect specific taxes, and erect and maintain efficient levees. 
There are about a dozen of these districts in the state, 
and from the bonds sold and taxes collected, supple- 
mented with appropriations from the Mississippi River 
Commission, the levees of the state have been rebuilt, 
strengthened and raised above the highest watermark 
known. It is believed that the day of overflows has 
gone. 

I have already alluded to the tariff and its influence 
on the sugar industry. The first duty levied on sugar 
was in 1789, which was augmented in 1790, 1797 and 
1800. ‘These duties were imposed at a time when there 
were no lands within the United States suitable for 
sugar cane and no sugar cane was grown. In the war 
of 1812 the duty was five cents per pound, but was low- 
ered to three cents in 1816. They were levied for rev- 
enue only, and the tariff of 1816 continued until the 
compromise act of 1832. Since that time sugar has 
been the foot ball of each political party and has been 
subjected to frequent and severe tariff changes. Since 
the establishment of the United States in 1789, the tariff 
on sugar has been changed twenty times, fluctuating 





26 American Economic Association 


between three-quarters of a cent in 1861 and five cents 
during the war of 1812. From 1890 to 1893, brown 
sugar was admitted free, but the sugar producers were 
paid from one and three-quarters to two cents per pound 
bounty. With this exception, sugar has always been an 
important source of revenue to the general government, 
the duty averaging about two cents per pound. Perma- 
nency in national legislation is almost necessary to the 
continued prosperity of any industry. 


THE PLANT 


Sugar cane is a gigantic grass of the genus “ saccha- 
rum.” All cultivated varieties are classified under one 
species, “saccharum officinarium.” Cane goes to seed 
in tropical countries, but the seed are small, with much 
adhering pappus, often infertile, and germinate with 
difficulty. They are never used for planting the crop, 
but are germinated in experimental work for originating 
new varieties (seedlings). The cane crop of the world 
is propagated by planting the stalks, as in Louisiana, or 
the tops of the stalks, as in many tropical countries. 
The stalks are made of joints and at each joint is a bud 
or eye, which develops by planting into a stalk. Each 
stalk soon tillers until a bunch of stalks is produced. 


PREPARATION AND CULTIVATION 


The ground is thoroughly broken with disc or mould 
board plows, drawn by four to eight mules. Rows from 
five to seven feet wide are thrown up with two-horse 
plows. An open furrow is made in the center of the row 
with a double mould board plow. Into this open furrow 
are deposited two to four continuous lines of canes. 
These are covered by a plow or cultivator, followed by 
hoes, and the process of planting is completed. Two to 
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six tons of cane are used to plant an acre. As soon as 
the cane begins to sprout, the rows are off-barred on each 
side with a two-horse plow and the dirt covering the 
cane is partially removed in order to hasten the process 
of germination. When a good stand of cane has been 
secured the dirt is returned, the middles of the rows are 
opened and the process of cultivation begins. This is 
accomplished with plows, cultivators and hoes, and is 
continued until the cane is large enough to shade its 
rows and prevent the growth of weeds and grass when it 
is laid by. The ditches are then well opened and the 
quarter-drains cleaned. This is the final act in cultiva- 
tion. Cultivation is best accomplished by the use of 
cultivators, the disc to straddle the row of cane, and the 
“diamond toothed” to split out the middles. 

Cane is planted at any time between September and 
April that the convenience of the planter and the 
weather and condition of the soil will permit. It is 
usually laid by in June or early in July. After “ lay 
by” the cane grows rapidly, particularly if frequent 
showers at short intervals conspire with warm weather. 
In Louisiana the general harvest begins in October, and 
lasts till January. On account of the severity of our 
winters, cane must be harvested in the fall and early win- 
ter, or be killed by the frost. It is therefore only about 
eight or nine months old when worked in the sugar house. 


EXTRACTION OF THE JUICE 


There are two processes of extracting the juice from 
the cane, pressure and diffusion. 

The juice from the sugar cane is usually extracted 
by passing the canes through heavy iron rollers driven 
by powerful engines. A combination of from three to 
nine rollers constitutes a sugar mill. The more numer- 
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ous the rollers, other conditions being the same, the 
greater the quantity of juice extracted. Many sugar 
houses have in front of their mills, crushers or shred- 
ders, which prepare the canes for the mill. Frequently 
after the canes have passed through the first set of 
rollers (usually three) they are saturated with water or 
steam and then passed through another set of rollers. 
By this process, known as “ maceration,” a larger ex- 
traction of juice is obtained. This is usually practiced 
in large mill houses, giving extractions of 75 to 84 per 
cent of juice on the weight of the cane. 

The second process is by diffusion. Beets have always 
been treated by the diffusion process. Recently.the same 
process has been used with sugar cane. The process, 
briefly, is as follows. The canes or beets are cut up into 
small pieces by specially designed knives and carried 
into large, cast-iron cells, known as diffusors. There 
they are treated with hot water under pressure. Ten to 
sixteen cells constitute a battery. The juice is driven 
out by force from cell to cell over fresh chips, until it con- 
tains nearly as much sugar as the natural juice in the 
plant, when it is drawn off and sent to the juice tanks 
to await the treatment described further on. When 
water has passed over the chips a sufficient number of 
times to remove nearly all the sugar (a fact determined 
by chemical analysis), the cell is opened from its lower 
end and its contents dropped on a carrier, which conveys 
them away. When the cell is again closed below it is 
at once refilled with fresh chips from the top. In the 
continuous march of diffusion work, one cell is being 
emptied and one being filled all the time, the rest being 
filled with chips and closed, subject to the constant flow 
of juice. To each cell is attached a heater or “ calorisa- 
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tor,” and through this the juice is made to flow in its 
passage from cell to cell. 


CLARIFICATION 


The juice obtained is subjected to the following treat- 
ment. If white or yellow sugar be desired the juice is 
treated with the gas obtained by burning sulphur. This 
bleaches it. It is then drawn into large copper vessels, 
holding from 400 to 1500 gallons, with steam coils at 
the bottom, called “clarifiers.” Here it is treated with 
milk of lime until the acidity of the juice is neutralized, 
and then it is heated nearly to the boiling point of 
water. This treatment brings to the surface a heavy 
blanket of impurities which is brushed off into another 
receptacle and finally sent into a filter press, where the 
juice is expressed and the solid impurities remain im- 
prisoned between the plates of the press. When the 
filter pressis full of this solid substance, it is emptied 
and made ready for fresh work. Superheated-clarifiers 
are used in many factories. 

After cleaning, the juice is evaporated quickly toa 
syrup containing about 40 per cent of sugar. This 
evaporation is performed in open pans, or in closed ves- 
sels, in each of which a partial vacuum is maintained. 
Direct steam is used in the former, while exhaust steam 
from the engines, pumps, etc., serves the latter. These 
closed vessels are called “ effects,” single, double, triple, 
or quadruple, according to the number used. The prin- 
ciple is this : exhaust steam is made to boil the juice in 
the first vessel where 10 to 15 degees of vacuum (20 to 
15 degrees of pressure) are maintained ; the vapors from 
the first vessel are made to heat the juice in the second 
vessel where a vacuum of 25 to 28 degrees is held, etc. 
The vacuum in each vessel can be regulated at the 
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pleasure of the operator, according to the number of ves- 
sels used. By this process the evaporation is performed 
at a minimum expense and at a temperature consider- 
ably below the boiling point of water, thus escaping the 
danger of caramelizing sugar, a thing frequently done 
in open vessels at high temperature. 

By either of these processes a syrup is obtained which 
is sent to the vacuum strike pan where it is granulated. 
This pan consists of a closed vessel with three or more 
interior coils, situated one above the other, through 
which the steam may circulate. To this pan is attached 
a vacuum pump, which removes the air and vapor from 
the pan as fast as formed. The vapor is then con- 
densed by a constant stream of water flowing through 
the pump. When the proper vacuum is obtained, 
usually 26 to 28 degrees, the syrup maker takes his first 
charge of syrup, turns heat into his lowest coil, and be- 
gins again the process of evaporation. By gradual 
charges enough syrup is concentrated to begin the for- 
mation of the grain. As the pan is filled, the different 
coils are opened and additional steam turned on. After 
concentrating the syrup to a sufficient density small 
grains begin to appear. These are examined at short 
intervals by removing a small quantity on a proof-stick, 
and when sufficiently numerous, the process of building 
the grain begins. This is done by carefully feeding 
them with fresh syrup taken in, in small quantities, at 
short intervals. Finally the grain has grown to the 
proper size, the pan is full, and a strike must be made. 
Before the latter is performed full heat is turned in on 
all the coils, the grains are hardened and the entire mass 
cooked to the proper density. Then the bottom of the 
pan is opened and the stiff semi-fluid mixture of sugar 
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and molasses, called “masse cuite” is emptied into a 
large mixer, where revolving paddles keep it from solidi- 
fying. From this mixer it is drawn into centrifugals 
which, revolving at the rate of 1200 to 1500 times per 
minute, throw out through the fine sieves the fluid 
molasses and retain the sugar. 

The molasses is caught in the lower basket and di- 
rected to a large receiving tank. After the molasses has 
been removed the sugar is washed with more or less 
water, or pure sugar syrup, according to the quality of 
sugar desired. In this way brown, yellow clarified or 
white sugar may be obtained, at the option of the 
operator. These are called first sugars. Frequently, 
when yellow clarified sugar is desired, the wash water 
contains a small quantity of some salt of tin to give 
the sugar a desirable yellow tint. 

The yellow clarified and white sugars thus made go 
at once intocommerce. Sometimes the latter is granu- 
lated before offering it on the market. The instrument 
used is called a granulator and consists of a large, hol- 
low revolving cyliuder, so arranged that the sugar con- 
veyed into it at one end is carried slowly through it, 
and during its passage is heated to expel the last trace 
of moisture. It emerges as granulated sugar and has 
the advantage of not caking, even in the dampest cli- 
mate. The brown sugar made as above, formerly went 
into consumption as such, but now goes almost entirely 
to the refinery. 

The molasses thrown off by the centrifugals, in the 
above operation, is drawn up again into the vacuum 
pan and cooked either to grain with fresh syrup and 
centrifugaled, or to such a density that when a small 
portion of it is drawn between the thumb and finger it 
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will string out into a fine thread before breaking. 
When this density is obtained the mass is emptied either 
into crystallizers stirred by paddles, where it grains 
quickly, or into iron wagons and rolled into a hot room, 
where a constant temperature of 110° to 115° F. aids 
the granulation of the contained sugar. This process 


”” 


is called cooking to “string” and its sugar “string 
sugars,” in contradistinction to “grain” and “ grained 
sugars.” Ina few days the mass, either in the crystal- 
lizers or in hot room, becomes charged with crystals and 
the latter are separated by centrifugals. It is almost 
impossible to obtain other than brown sugars by this 
process, and of course they go to the refineries. They 
are known as “second sugars” or “‘ seconds.” The molas- 
ses from the second sugars is again subjected to the 
same treatment, and the sugars therefrom are called 
“third ” sugars or “thirds.” Sometimes “fourths” are 
made. The final molasses finds its way to the markets 
either in barrels or in tank cars under the name of cen- 
trifugal molasses. It is black, thick and uninviting, 
containing but little sugar, and possessing very little 
value. 


““OPEN-KETTLE”’ FACTORIES 





Unfortunately not all of our factories are so advanced. 
The open-kettle sugar house still exists, although the 
number is gradually diminishing. The methods of ex- 
traction of juice by mills is similar to that described 
above. It is evaporated differently. Four large iron 
kettles arranged in a line, encased in brick, with a con- 
tinuous furnace under them, constitute the outfit. 
These kettles, descending in regular order in size, are 
known as the “ grande,” the “ flambeau,” the “ sirop,” 
and the “ batterie.” The juice, after being sulphured, 
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is drawn into the grande, where it is limed, heated 
and the scums removed. It is then dipped into the 
flambeau, where it is brushed and cleaned, then passed 
to the sirop, where it is further brushed, and finally into 
the batterie, where it is concentrated to the granulating 
point—a density of about 45°-50° Baume, and witha 
temperature of about 240° F. At this point it is 
dipped out and run into long troughs, called coolers, 
placed inthe purgery. Ina few days this “ masse cuite” 
becomes solid, and preparations are then made for “ pott- 
ing.” This process is as follows. In every open-kettle 
sugar house is a room called the “ purgery.” The floor 
of this room is cemented and inclines from every di- 
rection toward a large cemented cavity known as the 
molasses cistern. In this room the potting is done. 
Empty hogsheads are brought in and three one-inch 
sugar holes are bored into each bottom. Into each hole 
is inserted a large stalk of cane with the end cut in the 
shape of a trianglar prism and its sides beveled. After 
placing the hogsheads in position they are filled with 
the “masse cuite” from the coolers. By the aid of 
spades and shovels the “masse cuite” is dug up, the 
lumps pulverized ard transferred to the hogshead. The 
molasses following the beveled edges of the canes perco- 
lates downward and emerging through the auger holes 
in the bottom, flows over the cemented floor into the 
molasses cistern. Ina few weeks the sugar is drained 
of its molasses. The hogshead of sugar is headed up 
and shipped off to market. Lyttle or none of this sugar 
now reaches the consumer. It is sold to the refineries. 
It is not so with the molasses. If the operations 
have been carefully performed the molasses is excellent 
and commands fairly remunerative prices. It is called 
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“‘open-kettle molasses” and is held in high esteem. 
Sometimes a small well is dug into the solid mass of 
the cooler. Into this well percolates the molasses 
which is dipped out as fast as it accumulates. This 
molasses is called “ bleedings,” and is in large request 
at high prices. But little, however, is made. 

Another product of the open-kettle sugar house is 
syrup or “sirop de batterie.” This is the well clarified 
juice concentrated to a syrup in the batterie or last 
kettle, in which ordinarily the strike sugar is made. 
It is highly esteemed and early in the season brings 
extravagant prices. 

Popular error exists as to the terms molasses and 
syrup. The former refers always to the drainings from 
the sugar, while the latter is the concentrated juice of 
the cane with all the sugar in it. The former will not 
easily ferment or crystallize, and therefore can be kept 
for a long time. ‘The latter, if too concentrated, will 
granulate, and if too thin will ferment. It therefore 
cannot be kept a very long time without sterilization. 

Often instead of evaporating the juice in kettles 
heated from underneath by an open fire, a series of pans 
are arranged, each with steam coils in the bottom. The 
juice is clarified and brushed in the first and concen- 
trated in the remainder, the last one of which is 
the “strike pan.” These are called steam trains. 


GRADES 


We have considered the usual products manufact- 
ured by the sugar houses directly from the raw material. 
These products are shipped to market and sold either 
for consumption or for refining. Nearly all of the open- 
kettle and the second and third centrifugal sugars go 
to the refiners, little or none going directly into the 
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trade. On the other hand, nearly all of the first centri- 
fugal sugars go directly into commerce, provided they 
have been properly washed, and are sold for consump- 
tion to our groceries. 

On the Sugar Exchange in New Orleans the follow- 
ing classifications have been adopted for plantation pro- 
ducts. For centrifugal sugar: “ plantation granulated,” 
“ off granulated,” “ choice white,” “ gray white,” “ fancy 
yellow,” “choice yellows,” “ prime yellows,” “ off yel- 
lows,” “seconds.” For open-kettle sugars: ‘“ choice,” 
“strictly prime,” “ prime,” “fully fair,” “ good fair,” 
“ fair,” “good common,” “common inferior.” For both 
open-kettle and centrifugal molasses: “fancy choice,” 
“strict prime,” “good prime,” “prime,” “good fair,” 
“ fair,” “good common,” “common,” “ inferior.” 

Color alone determined the above classification, and 
until recent years was the only factor which gave value 
to the sugars, syrups or molasses. Now everything des- 
tined for the refineries is subject to polariscopic tests 
and the percentage of sugar therein is the ruling factor. 
Open-kettle sugar rarely surpasses go degrees polariscopic 
tests and seldom falls below 80 degrees, while first 
centrifugal sugars rarely fall below 90 degrees and 
sometimes go over 99 degrees. Chemically pure sugar 
gives 100 degrees. Syrup, when bought by the re- 
finery, and molasses when bought by the distillery, are 
both subjected to chemical analyses which determine 
their values. 

HOW PACKED 


All centrifugal sugars of every grade are packed in 
barrels holding about 350 pounds, while open-kettle 
potted sugars are shipped in hogsheads holding from 
1000 to 1500 pounds. Molasses and syrups are sent to 
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the consumers in barrels holding about 50 gallons each. 
To dealers, molasses is often shipped in tanks located 
on a flat-car. It is pumped into the tanks from the 
sugar houses, and pumped from the tanks into large 
cisterns when received at its destination. 


MIXING AND BLEACHING MOLASSES 


A large trade is carried on in mixing glucose syrup, 
made from corn, with Louisiana molasses. This mixture 
is sometimes branded “ Louisiana syrup” or “ molasses.” 
So great has become this industry that it is difficult to 
buy a brand of pure Louisiana molasses, except from 
first hands on the levees. 

Brightening dark molasses has also become quite a 
business in some quarters, and specially prepared 
chemicals are sold for the purpose. Much of the black 
centrifugal molasses is thus bleached and sent into the 
market at higher prices. This will continue despite the 
laws against it, just so long as the trade buys its goods 
on color. Thanks to the prevailing low prices, little or 
no adulteration can now be found in the sugars of com- 


merce. 
CONDITIONS AND PROSPECTS FOR CANE SUGAR 


Taking a retrospective view of the sugar industry of 
Louisiana for the last fifteen or twenty years, it can be 
said with truth that there is no industry in the world 
that has made such progress. The organization of the 
Sugar Planters’ Association in 1877, may be regarded 
as the starting point of the renaissance of the sugar 
industry. Since that time the Sugar Experiment Sta- 
tion has been established, whose teachings and experi- 
ments have illuminated the field and the factory. The 
Louisiana Planter and Sugar Manufacturer has been 
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started, whose weekly visit to the home of every planter, 
manager, overseer, and sugarmaker, carries with it in- 
formation upon every subject pertaining to the agri- 
culture of sugar cane and the chemistry and manufac- 
ture of sugar. The Sugar Exchange has been created 
in New Orleans, where the products of the plantations 
are quickly sold. 

Small sugar houses are fast disappearing, and enor- 
mous factories with every modern labor and fuel saving 
apparatus, are to be found in every section. The output 
of sugar, both per acre and per ton of cane, has been 
greatly increased. 

The crop of 1902 brought about $30,000,000, and 
gave employment directly and indirectly to nearly half 
a million of people. Every dollar received was ex- 
changed for labor, material, provisions and clothes. 
This large sum is paid out as fast as received, and a 
portion of it doubtless finds its way to every state in the 
Union, thus creating an inter-state commerce of nearly 
$60,000,000. 

The Brussels convention, by abolishing the export 
bounties and cartels, has caused a reduction of the 
European beet sugar output. With the abolition of 
the bounties has come also a reduction in the internal 
revenue charges on sugar in several countries, with a 
consequent increase in domestic consumption. It is re- 
ported that the European beet sugar crop of this year 
is 1,000,000 tons below that of its predecessor. The 
menace to the cane sugar interests which previously 
existed in Europe’s beet sugar surplus, has been materi- 
ally modified. Hamburg no longer fixes the price of 
sugar in the American markets. The advantage hoped 
for through this reduced production and increased con- 
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sumption in Europe, has been largely destroyed by a 
notable increase in the production of cane sugar in the 
tropics, particularly in Cuba. 

The United States must take this surplus of cane 
sugar, and hence our markets are not yet materially 
affected. Despite the. reciprocity treaty now in full 
effect, January deliveries of raw sugar from Cuba are 
offered at 2.15 cents per pound, as against 2.06 of last 
February. The United States will consume this year 
2,650,000 tons, of which about 1,000,000 will be fur- 
nished by domestic sources. The cane sugar of the 
tropics will more than supply the remainder. 

One fact, however, is patent. The supremacy of 
European beet sugar is gone. Cane sugar under scien- 
tific and systematic direction has regained its sway and 
will doubtless hold it until the end of time. 

















SUGAR—DISCUSSION 


JoHN DyMmonpD: Louisiana, as a colony, quickly de- 
veloped into plantations, and when Etienne Boré, a cen- 
tury or more ago, made sugar manufacture an industrial 
success, our present great sugar industry, and our plan- 
tation systems were born into the world. 

The sugar planters of Louisiana bought their lands 
and paid for them; they ventured upon splendid im- 
provements, leading the world in scientific agriculture, 
skillful mechanical engineering and good financiering. 
Our citizens of culture and capital sought the planta- 
tions, and the trade of the town was left in the hands of 
those content with it. 

This great body of sugar planters climaxed in mag- 
nificence during the decade preceding the Civil War. 
The planters then dominated in the affairs of the state 
and were loth to engage in the war. With the Civil 
War came the cutting of the Mississippi’s levees, the 
burning of the sugar houses, the destruction of the 
labor system, and the loss of all accumulated capital. 

Four decades have passed since then, and they have 
wrought a wondrous change in the industry. For a 
generation before the civil war it had been the main 
support, directly or indirectly, of half the people of our 
state, and half of the accumulated capital of the state 
was utilized init. With the cessation of the Civil War, 
active and earnest efforts were made to revive the Louis- 
iana sugar industry. New men and new capital came 
into it, but its halcyon days were gone. All attempts 
at recovery were along the old lines, and for years but 
little progress was made. Most of the old, wealthy, 
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cultivated, ante-bellum families had some representa- 
tives left in the field, but many new people with no re- 
gard for family traditions, and with an eye to the 
almighty dollar alone, came to the front. The old 
plantations were in many cases sold out by the sheriff. 
The old families, some of whom were direct descendants 
of the French and Spanish nobility, were driven by 
poverty from their ancestral homes. Their places were 
taken by the country merchants, local capitalists, suc- 
cessful managers, by city capitalists operating through 
agents, and in this quiet, scarcely perceptible way, 
came about a change in our civilization that those who 
are only familiar with the new can hardly appreciate. 
Individual families have fallen by the way ; the ranks 
of the old régime have been practically dispersed, 
destroyed, but the sugar industry survives, and is to-day 
on a firmer footing than has been general in its history. 
The sugar planters of Louisiana in 1877 organized an 
association to secure and compile data concerning every 
phase of the industry. A few years later, in 1885, they 
organized the Louisiana Scientific Agricultural Associa- 
tion, which secured to the industry and to the state the 
services of that eminent scientist, Dr. W. C. Stubbs, and 
created the Louisiana Sugar Experiment Station. 
Under the leadership of Dr. Stubbs, with a competent 
corps of assistants, we have now made Louisiana the 
intellectually economic center of the cane sugar world. 
To aid in this, fifteen years ago our sugar planters 
created a sugar journal, 7he Louisiana Planter, to dis- 
seminate the data they were accumulating. This journal 
was made the organ of the Louisiana Sugar Planters’ 
Association and of all the rest of our sugar organiza- 
tions, and to-day circulates wherever sugar is made. 
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In this post-bellum revolution in our sugar industry, 
we have abandoned one of the striking features of the 
old industry. Formerly, with the enlargement of the 
sugar plantations, new houses were built at the remoter 
places. It was cheaper to build new sugar houses in 
the distant cane fields than to haul the cane itself long 
distances over dirt roads. 

In 1870 portable tramways were introduced and grad- 
ually this led to the transportation of sugar cane in rail- 
way cars and to the developement of the great central 
factory system of these days. A producer of 100 tons of 
cane is today as sure of a market for his lot as is the 
larger producer of thousands of tons. 

The sugar factory of to-day is a marvel of skillful 
creation. The highest grade of engineering ability has 
been utilized in its construction and the economy of fuel, 
of engineering supplies, and of human labor are all under 
constant study. The processes of the manufacture of 
iron and steel are no more closely studied than are those of 
sugar manufacture. In our fields, like progress has been 
made. With new implements, and learning why and 
how to use them, cane culture has been wonderfully 
cheapened. Fertilization is a matter of constant study 
and now the irrigation of our cane fields is pressing it- 
self upon us. The economic side of our industry has 
burnt and is still burning itself into our memories and 


purposes and we are now all students. 
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RICE 
S. A. KNAPP 


About 1885 some optimistic farmers in Louisiana con- 
ceived the idea that improved agricultural machinery 
could be adjusted to the rice industry and rice husbandry 
could be modernized along all lines. It required some 
years of invention and experiment to adapt and adjust 
the monarchs of the wheat farms to an aquatic plant, 
but once accomplished, a new era dawned upon the 
Gulf states. If rice was to be cultivated by Oriental 
methods, the Occident must soon cease to produce it, 
for its labor was too expensive and intelligent to com- 
pete. The great reduction in ocean freights in the last 
half century and the more rapid transit added further 


peril to this industry. The possibility of using agricul- 
tural machinery in the rice fields changed the situation, 
and furnished the American farmer with the means for 


successful competition. 

The present status of the rice industry in the United 
States is, from a productive stand-point, that the Amer- 
ican farmer with high intelligence, complete mechanical 
devices, virgin lands and control of the best market in 
the world, is arrayed in the conflict of the industries 
against the ignorance of the masses, hand cultivation of 
the crop, semi-impoverished soils and markets that are 
held to the lowest point by the encroachments of poverty. 
While these are strong vantage grounds we should take 
nothing for granted, but carefully inquire, does the pro- 
duction of rice rest upon conditions that will compel its 
culture, or is the growing of rice now merely temporary 
direction given to industry, which some other product 
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will ultimately displace. Is there in the conditions here 
a legitimate place for the production of rice, and when 
produced will it meet any of the requirements of our 
people for better sustenance ? 

There are vast tracts of land along the Atlantic and 
Gulf coasts and in the interior that cannot be used for 
agricultural purposes without the thorough drainage 
and aeration of the soil. But this complete drain- 
age is too expensive. Our people cannot afford to 
allow such large areas to remain unproductive. If per- 
fect drainage is too expensive, the problem then is 
to find some ‘plant that can prosper under existing con- 
ditions. Rice is one of the few cereals that can thrive 
in soils with some acidity and of excessive humidity. 
For this reason, if for no other, rice has become or will 
become an important factor in the agriculture of every 
nation which has territory situated in the southern 
temperate or in the torrid zones. 

Under the systems of agriculture followed in the cen- 
turies that have elapsed, the upland soils devoted to the 
production of wheat, barley and oats, have gradually de- 
clined in fertility till in some countries, as in China, 
large tracts have been turned to commons. Notso with 
rice lands. For thousands of years they have yielded 
their annual crops and will doubtless furnish food for 
the nations in centuries to come. This has been cred- 
ited to the inherent richness of the lands devoted to 
rice, to the lighter exhausting effects of the rice crop, 
and to the renovating character of shallow standing 
water all of which have some bearing. Water is a mar- 
velous absorbent of volatile fertilizers, which to some 
extent impregnate the atmosphere in warm weather. 
These with such as arise from the cultivated lands of 
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the rice fields are retained by the water and restored to 
the soil for future use. 

Another reason why nations must depend upon rice 
as one of its staples is the certainty of the crop. When 
density of population has created a demand equal to the 
usual product of the country’s harvest, failure of the 
crop is a national disaster. In India or China even a 
partial loss imperils the lives of millions. Wheat, 
corn and barley may fail, and do fail occasionally with 
the change in seasons, but rice with a supply of fresh 
water always gladdens the farmer with the reward of 
toil. The large average resources of the American far- 
mers and their wide diversity of products cause the par- 
tial loss of a single crop to be viewed with less dismay 
than among older nations, but the time is approaching 
when we shall need to husband all our resources and 
guard against disaster in the harvest. 

The amount of food that can be produced per acre 
has an important bearing upon the selection of a stan- 
dard crop. Nocrop responds more readily to good cul- 
tivation than rice, or more abundantly repays in the 
harvest all care bestowed. The coast region of our Gulf 
states does not take kindly to corn. With proper drain- 
age to remove the acid from the soil, corn can be pro- 
duced in remunerative quantities, but all things con- 
sidered it is an expensive crop in the South. Wheat, 
oats and barley are winter crops and should follow rice. 
Rice is pre-€éminently the summer grain crop of the semi- 
tropical Gulf coast. Climate and soil are adapted to its 
production. It tends to diversify and balance the agri- 
cultural products in the great fiber producing states. 
The by-products from milling are among the most palat- 
able and nutritious of stock foods, and the straw if prop- 
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erly utilized for the food of domestic animals or for paper 
pulp, is worth a sum per acre nearly equal to the cost of 
producing the crop. In the waste of the farm lies the 
fortune of the farmer. 

As a human food. it has been common for English- 
speaking people to pass it lightly with the remark that 
it is deficient in nitrogen or frame building material. 
Properly understood this is one of its excellencies, for 
most foods are unbalanced and it is easier to make a 
perfect nutritive ration by basing it on an unbalanced 
food, as rice, than upon a balanced food as wheat. When 
we add to the wheat, lean meat, pork, eggs, beans, or 
butter, we have deranged the ratio and constructed a 
combined food, uneconomical because out of proportion. 
With rice we can make a perfect ration by the addition 
of lean meat, eggs or legumes. Wheat bread can then 
be used at pleasure, because it does not materially alter 
the proportion. Rice furnishes a larger amount of en- 
ergy than any of the other cereals with the least tax 
upon the system in digestion. The substitution of ma- 
chinery for handicraft has lightened the labor of our 
people and redueed the hours of toil. The ability with 
the use of machinery, to produce an abundance allows 
the maturing family to live without hard labor. Life is 
less strenuous than half a century ago so far as it taxes 
muscular effort, requiring less food for frame repair and 
more food for potential energy. With these radical 
changes in what is required to properly nourish the body 
we have continued to select and consume our foods as if 
we were still at hard labor and thousands are suffering 
the penalties of violated law. The easily digested, en- 
ergy imparting rice, if allowed to form an essential part 
of our diet, will correct many of the ills from which we 
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suffer. It isa common saying that in rice eating na- 
tions the people are smaller and possess less vigor than 
in those which largely have a diet of wheat, the infer- 
ence being that the alleged physical inferiority is due to 
eating rice. It is true that some rice eating people are 
small and indolent, but in every instance it can be traced 
to other causes than rice. No people subsist on an ex- 
clusive diet of rice. The proper proportions of nitroge- 
nous foods are almost invariably added. Insufficient 
quantity of food, the custom of sitting upon the limbs, 
thus impeding the circulation of the blood, and unsani- 
tary conditions are responsible for any inferior physical 
development observed in Oriental nations. It is demon- 
strated that such of the rice eating Orientals as are 
abundantly fed are physically well developed, have 
superb health, great mental and physical vigor, and can 
endure more severe labor and for a longer and more con- 
tinuous period than the hardiest races of the Occident. 
Wounds received by them heal as upon healthy animals. 
They defy malaria and are not subject to blood poi- 
soning. 

In our ignorance of rice we have fallen into three 
economic errors. 1st. Too rapid sale of the crop. 2d. 
Method of milling. 3d. Preparation of rice as a food. 

Ist. Rice as a food is improved by age. In India it is 
stored a year before it is sold to Europeans for consump- 
tion. For the use of the native population it is partially 
cooked before milling after which it undergoes a ripen- 
ing process. In the United States it is rushed upon the 
markets direct from the thresher as if it were not neces- 
sary for the cereals to have time for a ripening process 
similar to the changes in fruits. 

2d. Most of the essential oils and much of the pro- 


tein of rice are stored on the surface of the kernel. The 
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removal of this brownish coating by friction gives a 
pearly whiteness and a luster to the kernel which cap- 
tivate the eyes of the American house-wife, but this is 
secured at a luss of flavor and protein which renders it 
less appetizing, less digestible and decreases its frame 
repairing capacity. 

3d. Except among the native population of the Caro- 
linas and Georgia, and the creoles of Louisiana I have 
found in the United States no apparent knowledge of 
when to use and how to prepare rice for food. In the 
North it appears as a desert, in the West as lonely grains 
in a slop, in Louisiana it is a complete meal and a ban- 
quet. It is served on the tables of common people and 
in the banquet halls. There it is a staple food and not a 
luxury. 

We are now prepared to discuss the economic produc- 
tion of rice under the new conditions and the probability 
of its becoming a staple food. A comparison of the 
number of days work necessary to produce an acre of 
rice in Japan, in India, in the Philippine Islands and in 
the United States conveys a vivid impression of the : 
great value of machinery in the production of this cereal. 
That eminent authority on all economic questions, Sir 
George Watt, gives in detail the cost of producing rice 
in Bengal, by which it appears that it requires eighty 
days labor and the use of a yoke of oxen twenty-one 
days to produce, harvest and thresh an acre of rice. In 
Japan, the Imperial Agricultural College places the total 
labor on one acre at 120 days, without the aid of any 
domestic animals. In the Philippine Islands the culti- 
vation of rice is almost identically upon the plan of 
India, except that the water buffalo is substituted -for 
the ox, to the detriment of progress. Possibly not quite 
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so many days labor are bestowed upon the crop, but the 
yield is correspondingly less. The labor of one man 
eighty days and the use of a yoke of water buffaloes 
twenty days would represent the time and effort to pro- 
duce an acre of rice. In the rice belt of Louisiana and 
Texas the labor of a man two days and the use of a team 
one and one-half days form the maximum expenditure of 
effort on one acre of rice. The equation of human labor 
then stands as forty and sixty to one in favor of the 
United States, and the principal factor producing this 
result is American farm machinery intelligently handled. 
Stated in terms of the product and omitting animal aid, 
in India eighty days of human labor in a rice field pro- 
duce 1000 pounds of rice, in the Philippines goo pounds, 
in Japan allowing for teams, 3000 pounds, and in 
Louisiana or Texas 64,800 pounds. Expressed in 
pounds, a day’s labor in India produces 12% pounds of 
paddy rice; in the Philippines, 1114; in Japan, 37%; 
in United States, 810. This indicates that the American 
farm laborer produces nearly sixty-four times as much 
grain as his Oriental competitor and could be allowed 
$1.20 per day as a wage on the basis of two cents per 
day for the Indian farmer, assuming that the same price 
per pound is paid in both countries, which is far from 
true. The American farmer receives for his product 
nearly double the sum allowed the Indian ryot. Add to 
our better market the producing power of our virgin 
soil, and it would seem that our farmers stand upon a 
vantage ground from which no competition can displace 
them. This optimistic view is the result of canvassing 
conditions from one stand-point—productive power. 

The moment rice leaves the farmer it undergoes a 
marvelous increment in price at the hands of every one 





Rice 109 


that touches it, the miller, the transportation lines, the 
broker, the wholesaler and the retailer, until the article 
that left the farmer as a staple food at moderate prices 
has by the time that it is offered to the consumer become 
a luxury too costly for the masses. The rice grains leave 
their humble birth-place on the Louisiana farms at the 
modest price of 2 to 3 cents per pound, but are offered 
to the consumer in most states at the prohibitive price 
of 8 to 12 cents per pound, a gain of 6 to 9 cents per 
pound from the producer to the consumer. Wheat, a 
product of Northern states, is milled, transported to 
Louisiana and sold to the consumer on a margin of 34 
of a cent to 1 cent per pound above the price paid the 
producer. It is thus observed that the farmers are 
thwarted in their efforts to popularize rice and place it 
upon the markets of the United States as a staple food 
by the exactions of commerce. But the battle of the 
industries is not at an end, and this with kindred diffi- 
culties will eventually be overcome by the wisdom and 
the energy of American farmers. 





RICE—DISCUSSION 


S. LocKE BREAUX: Let us consider, for a few mo- 
ments some of the commercial phases of the cultivation 
and marketing of rice. 

Granted the correctness of the statement that the 
culture of rice is adapted to our Gulf coast territory, and 
that so far its development as an agricultural product is 
caring for itself as rapidly as the process of assimilation 
can take place, and granted further that its value asa 
food product is beyond cavil, it brings us to the question 
of what we are going to do with the rice after we have 


made it. 

The industry being an infant one, there is no ques- 
tion but that much just criticism can apply as to our 
present methods of trading. To the man from the West 


or the East who is accustomed to the handling of the 
stable grain crops of those sections, it seems that we are 
uselessly expensive in all that we do. Primarily, the 
manufacturing end of the industry is scattered over a 
wide range of territory, with the consequence that 
buyers are at sea, values are irregular, and taking our 
experience of this year as a criterion, parities are not 
maintained. It is much a case of each one for himself 
and the “devil take the hindermost.” 

Going a little below the surface, one of the principal 
reasons for this condition, in my opinion, is the system 
of toll milling. The different factories or mills look to 
the agriculturist to furnish them with their raw pro- 
ducts in the operation of their plants, with the conse- 
quence that, not having direct monetary interest in the 
product, the principal idea of the miller is to run his 
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machinery so as to get the greatest possible output, 
when it is a fact that due to the lack of uniformity of 
grade, style, and character in rough rice, each lot, in 
order to produce the best result should be considered as 
to its individuality and handled accordingly. Under 
this system the best results do not always obtain in the 
manufacturing process of turning the rough into clean. 

Then after the rice is ready for market, instead of the 
judgment of the manufacturer dictating when to sell, 
and how to sell, the constant pressure on the part of the 
owner of the goods wanting settlements and wanting 
money, means that the distribution is forced and in- 
fluenced, not in accord with the markets or with the 
demands, but by the necessities and lack of judgment of 
the owner. 

The remedy for this condition to my mind is simple. 
The manufacturing end of rice should do what the manu- 
facturers of every other industry in the country do, 
and that is, buy their raw product and handle their out- 
put as their own goods, and this condition I believe will 
not be many years before coming to pass. A further 
advantage to accrue to the mills buying would be if, as 
the rice was purchased, it could be assorted out. Then 
the mill runs as to grade and style would have more 
uniformity, so that after business in a certain locality 
had been worked up there would be a greater certainty 
of supplying that trade with the goods to which it had 
become accustomed. I will illustrate this by calling at- 
tention to the manner in which the flour miller is en- 
abled to advertise a certain brand and push it in a mar- 
ket and due to its uniformity get more money for it than 
he would by grinding up wheat into flour as it came to 
him instead of selecting it out. 
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I beg to say that my remarks must not be considered 
as being any adverse criticism of the manner and meth- 
ods of any one branch of the industry, but I do believe 
that in the development of that industry we have got 
to get on the same basis as applies to, and as experience 
has shown to be the best basis in handling the grain 
stable crops of the country. It is true that New Orleans 
is the primary market for rice, the balance of the territory 
following her lead as to values, and just so long as the 
output is passing through her hands, just that long do 
we maintain prices and distribute the goods as the needs 
of buyers call for. This illustrates the necessity for the 
different mills through their clean rice men keeping in 
touch with each other, a difficult matter when the facto- 
ries are scattered throughout a large territory, and each 
is trying to dispose of its product direct through its own 
clean rice man instead of pooling together and handling 
the common product through a single head located in 
some large center where the markets can be followed 
first hand, instead of through correspondence and tele- 
grams. 

I am of those who believe that the rice industry has 
come to stay, and that the future promises it will be- 
come one of the staple crops of the Gulf coast territory. 
It will not be very long before rice gets to be a staple in 
these United States as are our wheat and corn. 

I will only touch upon the good work being accom- 
plished by the Rice Association of America which rep- 
resents the only concerted effort being made toward the 
increased consumption of rice, and the establishment of 
a rice kitchen at the St. Louis World’s Fair will, I be- 
lieve, accomplish much toward that end. 




















COTTON AND THE GENERAL AGRICUL- 
TURAL OUTLOOK 


D. F. HOUSTON 


I shall not waste the time of this body in empha- 
sizing the importance of cotton as a commodity or in 
discussing the unique position which it holds. It is 
one of the commodities which has a world-wide demand. 
Its production, however, is confined, for the most part, 
to a particular section of one of the countries of the 
world. Upto within the last year or two little or no 
apprehension was felt as to the possibility of a practi- 
cally indefinite increase in its production. Conditions 
had been such as to justify the expectation that the 
South alone would be able to meet the world’s demands 
for a long time to come. The increase in the quantity 
of this product from the beginning of the roth century 
to the beginning of the 2oth century, with the excep- 
tion of the period from 1860 to 1875, had been rapid 
and steady, particularly so after 1850 when the south- 
western trans-Mississippi territory was opened up. 

Within the newer and more fertile territory, from 
which the largest increase was expected, there has ap- 
peared a destructive cotton insect, the Mexican boll 
weevil, which constitutes the greatest menace to cotton 
production that the cotton farmer has had toface. And 
it so happens that within the short time in which this 
pest has been most active, unfavorable climatic condi- 
tions have prevailed over the entire South, resulting in 
a marked lessening of the yield in most sections. It is 
not remarkable, therefore, that much apprehension has 
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been felt throughout the world that there may be a per- 
manent decrease in the supply of cotton, and that start- 
ling developments have presented themselves on the 
cotton exchanges. A careful discussion of the situation 
is, therefore, especially opportune. 

Let us consider first the Mexican boll weevil as a 
factor in the production of cotton. This insect has been 
known to scientists for more than a generation. It was 
first described by a German naturalist in 1878. It is prob- 
ably a native of Mexico or of Central America. It made 
its appearance in Texas in 1892-93, near Brownsville. 
Since that time it has spread rapidly, moving at the 
rate of forty or fifty miles a year without material- 
ly lessening its numbers over the territory as it ad- 
vanced. By 1895, it had advanced as far north as a line 
drawn from San Antonio to Columbia, near the mouth 
of the Brazos river; by 1898, to the neighborhood of 
Navasota and Bryan; by 1go1, to Waco and Palestine; 
and by 1903, to the neighborhood of Brownwood on the 
west, Sherman on the north, and beyond Nacogdoches 
on the east; or on the west well on towards the ranch 
section, on the north nearly to the Red River, and on 
the east to within a short distance of the Louisiana line, 
covering more than 5,000,000 acres of the 7,000,000 
planted in cotton, affecting a region which, in 1899, pro- 
duced more than 2,000,000 out of a total production in 
the state of 2,600,000 bales. 

The rate of increase of the insect is remarkably rapid. 
Each female lays from 50 to 150 eggs during the course 
of a month or six weeks. It lives a month or more, and 
it is estimated that each insect will destroy two or three 
squares a day. Its habits are such as to render it proof 
against any means yet devised for its destruction. It 
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feeds on nothing but cotton, and entrenches itself in the 
squares or in the bolls where it is protected against 
chemicals or poisons, and from which it can be taken 
only with considerable difficulty. During the winter it 
hides in the crevices of the ground, or under bark, pieces 
of wood, or trash of any kind. ‘That it can not be de- 
stroyed by any human device is practically conceded by 
all the entomologists. In the next few years it will cer- 
tainly cover every section of Texas; and that it will 
spread over the cotton area of Oklahoma, Indian Terri- 
tory, Arkansas, Louisiana, and ultimately over the en- 
tire South, is fully expected. 

While people in their panic have probably attributed 
to this insect damage which has been done by other in- 
sects such as the boll worm, by diseases such as the 
root-rot, and by unfavorable climatic conditions, still 
there is ground for believing that in one year alone it 
has destroyed 240,000 or 300,000 bales with a value 
of $12,000,000 to $15,000,000. In seven counties run- 
ning from west to east, selected from the area in which 
the insect appeared before 1895, the production between 
1899 and 1902, decreased from 98,225 bales to 88,- 
967 bales; in seven counties in the area in which it 
appeared between 1895 and 1898, the production de- 
creased, between 1899 and 1902, from 247,579 to 
129,817 bales; and in seven counties in which it ap- 
peared between 1898 and 1go1 there was a decrease, be- 
tween 1899 and 1902, from 279,935 to 180,071 bales. 
In the area in which it appeared between 1901 and 1903, 
the damage was not so great and there was an actual 
increase of production between the dates mentioned. 
But it is undoubtedly true that in the year 1903, over 
this area, the destruction has been enormous. On the 
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other hand, in seven counties, running from west to 
east, selected from the area not yet affected by the boll 
weevil, the production increased, between 1899 and 
1902, from 151,000 to 175,000 bales, while in a second 
set of seven counties, likewise selected from the non-boll 
weevil area, the production increased, in the same period, 
from 197,000 to 265,000 bales. The difference between 
the yield in the boll weevil section and in the non-boll 
weevil section is too great to be explained by differences 
in climatic conditions. For the most part, these were 
substantially the same over the entire state. 

Everywhere men are asking what the outcome will 
be. Will cotton production be discontinued in a vast 
and fertile territory from which the largest increases 
have been obtained in the last few decades, and from 
which the largest increases have, until recently been 
expected ? The answer given to this question by all 
of the experts, and by the greater number of intelligent, 
practical farmers is in the negative. The prevailing 
opinion in Texas is that while it is probably useless 
to attempt to exterminate the boll weevil, a profitable 
crop can be raised in spite of it by the employment of 
approved methods of cultivation. It has been demon- 
strated by experiments carried on by experts of the 
federal Department of Agriculture and at the Agricul- 
tural and Mechanical College of Texas, that by careful 
preparation of the soil, by early planting, by using seeds 
of early maturing varieties, by keeping the fields 
scrupulously clean, and by persistent and late cultiva- 
tion ; in short, by using methods which a farmer should 
use, and which are not much more expensive than those 
that ought to be employed were the weevil not present,— 
cotton can continue to be raised with a profit. The 
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effect of such methods, it is claimed, will be to make 
the cotton mature before the boll weevil becomes active. 
It has been discovered that it does not begin to do 
damage on a large scale until the latter part of July or 
the first of August, its early or late advent and activity 
depending, in considerable measure, on whether there is 
much rain fall or general atmospheric moisture. 

But still there is room for a considerable amount of 
pessimism. Farmers are conservative; most of them 
possess comparatively little initiative, and vast numbers 
of them find it difficult to secure the requisite equip- 
ment in the way of seed, machinery, stock, and the 
labor necessary to make intensive cultivation possible. 
The situation calls for a campaign of education by every 
agency that can be employed, and even then progress 
will be slower than many people expect. It is probable 
that in time each farmer will, in planting cotton, limit 
himself to an area which he can cultivate with scrupu- 
lous care, and that those farmers who cannot muster up 
the intelligence and initiative will be crowded to the 
wall and will be compelled to direct their attention to 
other crops and to live stock, with immense gain to 
themselves and to their communities. 

Turning for a moment to the production of cotton in the 
South as a whole, outside of the boll weevil area, and 
eliminating the boll weevil from consideration, there is 
no reason whatever for apprehending difficulty in secur- 
ing, under normal conditions, a large increase in cotton 
production. In each state there are still tracts of land 
not devoted to any crops which can be put into cotton, 
and it may be said with some assurance that there is 
scarcely a farm in the South on which more cotton can- 
not be raised by the employment of better methods of 
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cultivation. Reasons that have been assigned for the 
decrease in the cotton crop since 1go00, such as the 
deterioration of seed, the migration of some farm labor 
to the cities, and the tenancy system may be dismissed 
without serious consideration. It is undoubtedly true 
that exceedingly careful attention should be given to 
the selection of seed and to cotton breeding, and that 
everything that can be done should be done to retain on 
the farm the more intelligent labor and to increase the 
efficiency of tenants. But it cannot be safely argued 
that there is anything in this direction which goes to 
explain the decrease in the crop since 1900. There is 
good reason for thinking that there has been an im- 
provement in the cotton seed used by vast numbers 
of farmers. It is undoubtedly true that the agricultural 
population in many sections of the South has not 
enly absolutely but also relatively increased. The 
statistics of the federal census show that white cash 
tenancy farming and black share tenancy farming 
give a larger yield per acre than ownership farm- 
ing by either whites or blacks, and that negro cash 
tenancy farming and white share tenancy farming are 
only slightly less productive than white ownership 
farming, and are more productive than black ownership 
farming. The explanation of this probably lies in the 
fact that those who own, and supply tenants, are more 
intelligent, furnish more efficient machinery, and give 
more efficient direction to the labor than can the aver- 
age owner. And the superiority in point of production 
of the negro share tenant over the white share tenant is 
probably due to his greater readiness to receive and carry 
out directions. The census of 1890 gives the following 
yields per acre for each class of farmer, white and black. 























Cotton and the General Agricultural Outlook. 119 


White: owner 0.398, cash tenant 0.403, share tenant 
0.380. Black: owner 0.364, cash tenant 0.381, share 
tenant 0.400. 

Passing to the second and more general part of my 
topic, the general agricultural outlook, I shall endeavor, 
by reference to recent developments, to suggest the 
agricultural tendencies and probabilities. 

Speaking summarily, the South has, in recent years, 
made great advances which will become more marked 
as time passes. In the production of the old staple 
crops, it has made remarkable progress. The improve- 
ments in the methods of production and in farm equip- 
ment have been no less striking than the increase in 
the yields of the various crops. New and very fer- 
tile land has been appropriated, and land already under 
cultivation, has been more satisfactorily tilled. In 1860 
the total number of bushels of corn produced in the 
Southern states under discussion, was less than 230,000,- 
000, and it did not exceed this figure until 1890, when 
it reached 272,000,000, while within the next ten years it 
amounted to more than 378,000,000. The total tonnage 
of all forage crops produced in 1859 was less than 930,- 
000, and it was not until after 1880 that the production 
again reached this point, while in 1899 the yield ex- 
ceeded 3,200,000 tons. The total value of all live stock, 
reported in the census of 1860, was approximately 
$331,000,000, which figure was not reached again until 
about 1890, while the census of 1900 reported a total 
valuation of approximately $525,000,000. The fore- 
going figures sufficiently suggest progress along old lines. 

The main advances along new lines have shown them- 
selves in truck and fruit farming. ‘Time will not suf- 
fice to enter into details in this direction, but the statis- 
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tics for Irish potatoes, which may be taken as an index 
of the truck crops for the South, of local market garden 
products, and of the principal fruit trees, will be repre- 
sentative. In 1859 there was a total production of Irish 
potatoes of 5,460,000 bushels, a figure which was not 
exceeded until after 1880, while in 1899 the production 
exceeded 12,000,000 bushels. The statistics for local 
market garden products are still more striking. They 
do not extend back beyond the XIth census. That 
census reported products with a total value of $3,775,000, 
while the census of 1900 reported products with a valua- 
tion exceeding $18,000,000. The development of the 
fruit growing interest has been no less rapid. The 
census of 1890 reported more than 33,500,000 apple, 
peach, pear, and plum trees, while that of 1900 reported 
approximately 67,500,000. 

Interesting tendencies are revealed by the statistics of 
the number and acreage of farms, and of the value of 
farm implements, machinery and farm products. The 
number of farms has increased enormously, while the 
size of the farm has diminished steadily, and the value 
of farm implements and machinery has, in the last 
decade made a gratifying advance. The number of 
farms which, in 1860, was less than a half million, in 
1900 was only a little less than 2,000,000 and the average 
size of the farm, which in 1860 exceeded 410 acres, in 
1900 was approximately only 125 acres. In 1860 the 
value of farm implements and machinery was returned 
at $75,000,000, which point was not’ reached again until 
in 1890, while in 1900 the total valuation;’exceeded 
$122,000,000. All this contributed to'the increase in the 
total value of farm products from $412,500,000 in 1870 
to more than $952,500,000 in 1900. 








Cotton and the General Agricultural Outlook. 121 


It will be observed, speaking generally, that the South 
did not recover from the Civil War and the disruption 
of its social and economic system until about 18go. 
When we remember that the South, for the first time in 
her history, attained a normal industrial position about 
1890, and that she has had only a little more than a 
decade under which to secure expansion under normal 
conditions, we are amazed at the vast results secured. 
The future will be a continuation of the recent past on 
a large and intense scale. We shall witness a remark- 
able growth of better farming, a large increase in 





modern equipment and machinery, satisfactory improve- 
ments and a rapid diversification in the staple crops and 
a tremendous uplifting in the intelligence and prosperi- 
ty of the people. 























COTTON AND THE GENERAL AGRICUL- 
TURAL OUTLOOK—DISCUSSION 





GEORGE K. Hoitmes: The makeshift agricultural 
system that forced itself upon cotton planters after 
the Civil War, although a necessity at that time, 
had various features that grew to be real burdens 
upon the planters, and the system was too uneco- 
nomical to last. Among these burdens were the tenant 
system, the crop lien, the enforced sale of cotton 
by the planters as soon as ginned, the want of rota- 
tion and diversification of crops, and a too large re- 
liance upon commercial fertilizers. Under this system 
the planters’ purchases and sales become mere transac- 
tions in barter, in which cotton was exchanged for sup- 
plies for farm and family. It is this barter, in which 
bookkeeping takes the place of money, that has made 
money so scarce among Southern agriculturists, for 
money does not go where it is not used. 

The negro has been, and, in a less degree, still is 
essential to Southern agriculture, but he has dominated 
the character of agriculture, to its disadvantage. Ex- 
Governor Northen of Georgia said, in a recent address: 
“ We have not diversified our crops, because the negro 
has not been willing to diversify. We have not used 
improved machinery on our farms, thereby economizing 
expenses, because the negro is not willing to use such 
implements. We have not improved our soil because 
the negro is not willing to grow crops to be incorporated 
into the lands, nor leave his cotton seed to be returned 
to the fields that he has denuded of humus and all pos- 
sible traces of fertility. Because he is unwilling to 
handle heavy plows, we have permitted him to scratch 
the land with his scooter just deep enough to allow all 
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the soil to be washed from the surface, leaving our fields 
practically barren and wasted. We have not raised 
stock on the farm because the negro is cruelly inhuman 
and starves the work animals we put into his hands for 
his personal support. We have accepted his thriftless 
and destructive methods simply because under our 
present system we have not been able to help ourselves. 
If this be true, our present system in this relation is 
absolutely ruinous and it will not invite the residence 
of intelligent settlers from the outside.” 

With hardly an exception, the Southern farmers whose 
letters I have read testify that the deterioration of negro 
labor has become so accelerated as to be almost percep- 
tible year by year. The old economic deduction that 
free labor is more efficient than slave labor is a gigantic 
fallacy as far as experience in the South is concerned. 

Within the last few years, the negro has evidenced a 
marked tendency to migrate from the plantation to 
town and city ; to railroad, mill, and lumbering camp; 
and to diffuse himself throughout the North. The 
reason for this is that the plantation negro has so de- 
teriorated for the practical purposes of getting a living 
that he is finding the conditions on the upland too se- 
vere for him, and so is migrating to places where con- 
ditions are easier. In Virginia he has very largely 
disappeared from the farm outside of the southeastern 
part of the state. In consequence of this, the average 
cultivated farm area is limited to what can be cultivated 
by one family with a little extra help, just as it is in the 
North, and for the same reason. The migrations of 
agricultural negroes to the cities and to the North have 
gradually forced the line of small cultivation south- 
ward through Virginia to North Carolina. 
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White labor is supplementing negro labor in the rais- 
ing of cotton with an increasing fraction. From census 
statistics it is estimated that approximately 40 per cent 
of the cotton field labor is white, and that in Texas it is 
fully 60 per cent. When the old Southern cotton plan- 
tation loses the negro, it will then be face to face with 
problems of far reaching consequences. Forces which I 
have not time to discuss seem to be at work to diminish 
the reliance of the cotton planter and Southern farmer 
upon negro labor. ‘This will jeopardize the present 
tenant system, threaten the disruption of the large plan- 
tations, and increase the rotation and diversification of 
crops. The Southwest has received white labor from 
the outside because of its new and cheap land, but the 
old South will have its day in the influx of white labor, 
because the time is at hand when it should be seen 
that the cheapest agricultural land in this country is the 
old exhausted land of the South, with its low prices and 
enormous possibilities under intelligent management in 
the utilization of green manures, the rotation of crops, 
the diversification of production and wise specialization. 

Railroads can help the agricultural South immensely, 
if they will; some of them have done so. Conspicuous 
examples have been set by railroads running from the 
Southwest to St. Louis and Chicago, and by the railroads 
running up the Mississippi Valley and the Atlantic 
coast ; but among the smaller railroads and branches of 
the larger ones are many that so adjust their freight 
rates that they bring goods to the farmer, but market 
few products for him. Many an agricultural commun- 
ity in the South suffers under and because of this con- 
dition. The complaint is that freight rates for the 
transportation of hardly more than a score of miles 
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are so high that they absorb perhaps the entire selling 
price of farm products. A railroad that sets out to make 
business for itself, such as the Southern Pacific, is an 
everlasting example to these unprogessive railroads. I 
understand that through the efforts of the industrial 
agents of that road 70,000 families have immigrated 
within the past ten years to the region along its line, large- 
ly to southeastern Texas and southwestern Louisiana. 
Some of our states have less than this number of fami- 
lies. A remarkable fact in connection with this immi- 
gration is that these families come mostly from the 
North—from such states as Illinois and Indiana. 

The cotton planter and the general farmer in the 
South have been in purgatory, but they are coming out. 
The agricultural development of the South since the 
census of 1890 is very marked and this in spite of a 
comparison with the tremendous agricultural develop- 
ment of the North Central states. The South, which 
had been backward in its corn production for many 
years preceding 1890, finds itself since that time with 
its fraction of the national production of corn increasing 
faster than that of any other section. The same is true 
with regard to wheat, sweet potatoes, cane and sor- 
ghum syrup; and to these may be added tobacco, farm- 
made butter, horses, mules and swine. The South oc- 
cupies a second place in the rate of increase of produc- 
tion in comparison with other sections, in buckwheat, 
hay, apple and peach trees, cattle other than milch cows, 
and farm-made cheese. Of course, if rates of progress 
for the different states were examined, it would be found 
that the rate of progressive production in the South is 
considerably localized, more particularly in the south- 
west than elsewhere; but the older part of the South is 
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by no means out of the race, although it has no virgin 
soil to exploit. The South is making great progress, 
too, in enriching the soil by means of leguminous crops, 
such as cowpeas, thereby supplying nitrogen and humus 
and breaking away from the sole dependence upon com- 
mercial fertilizers. Notwithstanding the persistence of 
cotton as the one crop of the plantation, agriculture is 
diversifying in the South in the direction of fruits and 
vegetables, live stock, dairying, tobacco, rice, and cane 
and sorghum syrup. 

Evidences of a new life in agriculture appear in nu- 
merous places, A dozen years ago, Southern farmers 
made their first noticeable attempt to produce their own 
supplies, and since that time progress has been made 
in this direction to an extent sufficient to be evident in 
the census of rg00. A large independence in this respect 
was enjoyed by plantations half a century ago; they are 
now returning in a measure to that independence. 
There is no part of this country where the farmer can 
become so independent as he can in the South—inde- 
pendent in the production of that numerous class of 
products comprehended within farm and family supplies. 

A word in conclusion in regard to the future of cotton. 
The plans of British, French and German cotton manu- 
facturers to have cotton raised in Africa and perhaps 
South America in quantities sufficient to become a large 
export crop, seem plausible enough if we ignore one es- 
sential factor. The conditions of climate and soil are 
ideal and cotton grows perhaps spontaneously in the re- 
gions toward which their attention is directed, but they 
have overlooked the necessity for men who will engage 
in arduous and continuous labor. ‘The reliance upon la- 
bor in Africa must be upon native negro labor, and how 
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slender this reliance is for such an undertaking as cotton 
raising, should be apparent to any one who has read the 
numerous accounts of white men who have come in con- 
tact with it. The Transvaal Labor Commission, ap- 
pointed to examine a critical state of affairs on account 
of the scarcity of labor, has just reported that the de- 
mand for native labor for agriculture in the Transvaal is 
largely in excess of the present supply and that there is 
no adequate supply of labor either in southern or central 
Africa to meet the requirements of agriculture, mining, 
and the various industries in that colony. A plan to 
place the negroes under a system of peonage has been 
earnestly advocated within a year in South Africa and 
England. Cotton could be produced in large quantities 
in Brazil if labor were at hand for the purpose, but in 
that desert of laziness the production of surplus cotton is 
out of the question, although all other requirements are 
present and ideal. It need not be expected that Egypt 
and India will increase their production of cotton faster 
than is necessary to maintain their present relative posi- 
tion in the world’s supply. Their labor has been on 
trial in this direction long enough to demonstrate what 
it can not do. 

On the other hand, the cotton belt of this country has 
by no means reached its limit of production. Under a 
rotation of crops, leguminous manures, and an improve- 
ment of seed, the present cotton crop of this country can 
be doubled upon the present number of planted acres. If 
the boll weevil does not prevent, the South will continue 
to supply more than two-thirds of the world’s cotton, and 
the welfare of the cotton producer demands that the 
prices shall be high. 

THOMAS N. CARVER: Does the rotation of crops check 
the boll weevil ? 

D. F. Houston : The only thing I know of is to stop 














American Economic Association 





128 











planting cotton. I have here some specimens. I doubt 
if stopping the planting of cotton for four or five years 
would stop the boll weevil. 

WILLIAM C. StuBBs: I beg to say a few words about 
the boll weevil. It can live only on the cotton plant. 
If you destroy the cotton plant you will destroy this 
pest. The question will be considered at a meeting to be 
held in New Orleans some time during the winter. A bill 
is to be introduced in Washington, and we are going to 
fight the weevil heartily. We are going to fight it on the 
lines of the railroads and streams, to keep it out of Louisi- 
ana. We have the assertion of Prof. Wilson that the 
treasury of the United States is the best money chest in 
the world, and yet if a man had all of that money there 
would not be enough to fight the boll weevil. We will 
try to hold him in check. 

The insect is not a new thing. During our southern 
war, Cuba tried to raise cotton, yet there were two or 
three wild cotton plants producing boll weevils as fast 
as it was raised. That effort was a failure. Since then it 
has been introduced all over the parishes where cotton 
is raised. The boll weevil is all over Mexico, except in 
a single state which is quarantined by a hundred miles 
of non-cotton country. 

We have to fight to keep it from spreading. Tex- 
as has special commissions. One of the speakers said 
that 60 per cent of the cotton growers are white men, 
while in Louisiana 60 per cent are negroes. We have 
all the facilities in the world for flooding the state. I 
can go from here to fifty-five parishes by water. But 
we don’t want to run the risk of flooding him out of 
Louisiana. I believe this to be the most serious danger 
that ever confronted the cotton industry. If it is per- 
mitted to ravage our state our cotton industry will be 
reduced to 8,000,000 bales. 




















TOBACCO 
LAWSON H. SHELFER 


The subject ‘“‘ Tobacco” is of great importance to the 
agricultural people of the United States. While tobacco 
is not a necessity, humanity has taken to the use of it as 
a luxury, and it is needless to say that from the crowned 
heads of the highest nations to the lowliest of our hu- 
manity the use and relish of this luxury in its various 
forms is almost universal. There are millions of dollars 
spent annually for this luxury and while the weed grows 
in the tropics, semi-tropics and even in the torrid zones, 
still there are only special places that grow a special to- 
bacco. There are three important features to tobacco cul- 
ture, the first being soil that is adapted to the special 
weed, second, climate, and third, experience in hand- 
ling. 

SOIL 


The most important part of tobacco culture is the 
soil. While the plant will grow luxuriantly on any soil 
where vegetables will grow, still the soil gives the leaf 
its quality and flavor, so a special soil is needed for 
every kind or variety of the tobacco leaf. In the chew- 
ing tobacco section of the United States is a large area 
that grows this variety, still there is only a small amount 
of the soil that will produce a quality of high commer- 
cial value. Sometimes the soil can be stimulated with 
a fertilizer that will greatly improve the quality and 
at the same time it will only improve the quality on the 
soil most adaptable for the special plant. You can take 
a soil that is adaptable to a special variety of tobacco 
and that will grow a fine leaf of a high commercial 
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value and in a stone’s throw will be a soil that will pro- 
duce a leaf nearly worthless. Take an old tobacco sec- 
tion, such as Cuba, where the highest grade cigar to- 
baccos is produced, and you will find that it can grow a 
high grade only on a small section. Here and there, some- 
times in a little narrow strip, while the adjoining lands 
produce a luxuriant plant of tobacco which is worthless 
to the trade. This applies to all of the cigar tobacco sec- 
tions of the world. Florida, Connecticut, Ohio, Penn- 
sylvania, Wisconsin, Texas, and in all the states that 
produce a cigar leaf, you will find the same conditions, 
the choice soil in every section where the cigar leaf is 
produced being very limited. In the same way you will 
find the chewing tobacco, smoking, cigarette and snuff 
varieties have a special locality or a special soil that 
will bring the highest prices, so there is no hesitation 
in stating that the soil is the foundation of the cul- 
tivation of tobacco of any variety. This also applies to 
almost any class of agricultural products. The agri- 
cultural people of the United States to-day do not de- 
vote enough time to classifying the soil and to planting 
the crop that is best adapted to it. That is why the 
United States Department of Agriculture, through the 
Bureau of Soils, has devoted so much time during the 
past few years to the analysis and classification of the soils 
of different sections, and to-day the most essential point 
to take from an agricultural view, is to have your soil 
analyzed and see if youcan supply by chemicals what is 
needed for the agricultural crop that you may want to 
grow. 


CLIMATE 


The climate has a great deal to do in itself and it 
takes different climatic conditions to raise different crops 
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successfully. Tobacco will grow in almost any climate 
from almost any seeds, wherever any vegetation will 
grow. It does,best in the tropical or semi-tropical cli- 
mates, and the highest valued tobacco from a commercial 
standpoint is produced in such climates. Still valu- 
able tobacco can be grown further North than any 
grain crops. Climate and soil make the different va- 
rieties of tobaccos. For instance, you can take seed 
of a pure variety from the choice section of Cuba 
and the same from the island of Sumatra, and then 
from any state in the Union and plant them all in 
Texas or in any other locality, and they will eventually 
run into one variety which is most adaptable for that 
climate and soil. If the climatic condition was all that 
was necessary the entire island of Cuba would produce 
the famous Vuelta Abaja tobacco, or the entire island of 
Sumatra would produce the famous Delhi Sumatra 
wrapper, or the entire state of Virginia would grow the 
high-priced chewing tobacco wrapper, and the same 
would be true of any other state with respect to its most 
famous variety. So itis plain to say that the climatic 
conditions go with the soil. 

While dwelling on this point it will be well to 
point a word of warning to the tobacco growers of the 
United States; that is, if you are growing a special 
variety of tobacco. Either cigar filler, wrapper, chew- 
ing tobacco (wrapper or filler) snuff or cigarette tobacco 
grow from the highest grade seed from the section 
that is most adaptable to the variety that your soil 
and climate is suited to. Take the cigar tobacco, with 
which I am more familiar than any other. We want 
our filler tobaccos of the Southern states or the semi- 
tropical climate raised from seed from the Vuelta Abaja 
district of Cuba, for the reason that there is where the 
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world’s highest grade filler tobaccos for cigar purposes is 
raised. Wrapper tobaccos can be grown in this climate 
from the same seed that is used for filler as it is in Cuba. 
Still there is a great deal of our soil more adapted to 
raising a high grade wrapper from the Sumatra seed, 
which should come from the Delhi district of Sumatra. 
If you are going to raise a high grade of chewing to- 
bacco, go to the section of Kentucky, Virginia or North 
Carolina that grows the best commercial tobacco and 
get your seed there. The same applies to any tobaccos 
of any of our states. We can raise a thinner fiber of 
wrapper leaf of the various grades by erecting a lattice 
frame and by covering it with cheese cloth, or coarse 
gauze for shade. This will hold moisture near the sur- 
face and regulate the temperature so as to give a more 
rapid growth and thinner fibered plant. This is desir- 
able only for the various varieties used for wrapper pur- 
poses. 
HANDLING 


Handling is the third and one of the most important 
of all points to remember. You can take soil, climate 
and seed, and without skill you will make a failure; or 
you take either of the three above mentioned points— 
soil, climate, or skill—and without all three combined, 
the whole is a failure. The cultivation of tobacco of 
various kinds, in various sections, is very simple to any 
man who is familiar with any branch of agriculture. 
Still, there is a great deal of science, even in growing 
plants, transplanting and cultivation. But any practical 
farmer who can grow a grain or vegetable crop of any 
kind, can produce tobacco to this stage. When the 
time comes for topping the plant, it is necessary to have 
a practical man to understand just exactly the number 
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of leaves to top, and know what soil and climate will 
mature perfectly. This applies to all varieties of to- 
bacco and to all sections. In other words, it is neces- 
sary to gain some experience from the local growers of 
any section which produces a high type of tobacco that 
is adaptable to their section. 

As to the ripening and harvesting of the plant, it is 
also very necessary to have a person who has a practical 
knowledge of the local plant of his section or of the 
climatic conditions of the country. 

After the tobacco is harvested, the burden is not en- 
tirely over. It takes experience of handling the differ- 
ent varieties in the different sections so as to get the 
best results. This is why the Department of Agricul- 
ture of the United States is spending so much time and 
money in experimenting to obtain the best methods of 
preparing for the market every variety in every section. 


COMMERCIAL VALUES OF DIFFERENT TOBACCOS 


The United States today, while producing enormous 
amounts of tobaccos of various kinds and used for differ- 
ent purposes, imports from Cuba filler tobaccos for 
which we pay the Cuban agriculturist about eight 
million dollars per annum. The import duty on this 
tobacco being five or six million dollars, making a total 
of about fourteen million dollars for filler tobacco, which 
could be produced in Texas, Florida, or where there are 
similar soils and similar climates. This would mean 
more to the agricultural people of the state of Texas 
than the revenue derived from almost any other crop. 
The soils and climatic conditions of Texas will produce 
this filler tobacco. Notwithstanding that we compete 
only with the filler tobaccos of the island of Cuba, we 
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compete with the wrapper of Sumatra. This latter 
amounts to millions for the importation, while we have 
soils where we can apply the skillful methods of our ad- 
vanced American people, and by using the above men- 
tioned methods of artificialing by shade, we can give 
this amount to our American agriculturists. 
Notwithstanding that there are a great many cigars 
imported in their manufactured state from Cuba, Mexico 
and other countries, we American farmers can compete 
and hold our own by paying strict attention to, and by 
studying out the conditions, the needs, and wants of our 


American people. 

















TOBACCO—DISCUSSION 


J. B. KILLEBREW: Tobacco belongs to the night- 
shade family, which furnishes the potato, the tomato 
and red pepper, all of American origin. There are four 
species in America belonging to the genus Nicotiana, 
two of which, N. tabacum and N. rustica are extensively 
cultivated, and the N. quadrivalvis to some extent by 
the Indians in the Northwest. To the former species all 
the numerous varieties of tobacco now grown in the 
United States and Cuba may be referred ; to the second, 
N. rustica, belong the Turkish and Hungarian tobaccos, 
and probably the Latakia tobacco of Syria. ‘The Shirez 
tobacco (N. Persica) is said to be a native of Persia, and 
possibly it is the same species that is grown in China. 
In flavor it resembles the Latakia, but not in its habits 
of growth. Some of the varieties may have descended 
from one species or several, inextricably mixed by cross- 
ings and variations. In no other plant is the variability 
of the species involved in a labyrinth of greater diffi- 
culty and manifests itself in so many ways. Soil, 
climate, situation, reciprocal crossings of varieties and 
interbreeding, all go to produce an offspring, varying in 
size, structure, delicacy of fibre, fragrance, porosity, 
color of leaf, and capacity or incapacity to secrete resin- 
ous or gummy substances. Kolreuter, quoted by 
Darwin in his work on “Variation in Plants and 
Animals under Domestication,” speaks of five varieties 
of common tobacco that were reciprocally crossed, and 
they bred plants intermediate in character and as fertile 
as their parents. When these five varieties were crossed 


with a different species, with a single exception they 
yielded sterile hybrids, 
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Tobacco, like wheat, adapts itself to climate, soils and 
situations. In New England, Pennsylvania and Wis- 
consin, tobacco is ready for the harvest within eight 
weeks from the time of transplanting to the fields, but 
in Virginia, Kentucky, Tennessee and North Carolina, 
from 110 to 140 days are required to ripen the leaves, 
except in the Champlain districts. 

The Havana seed tobacco is now grown extensively 
in all the localities in the Northern states where twenty- 
five years ago only seed leaf varieties were cultivated. 
This Havana seed is the result of four successive gener- 
ations from the original parent seed of the Havana 
variety. The modification brought about by climate 
and soil gives a distinct variety, longer in leaf, but with 
diminished fragrance, as compared with the original 
Havana. The leaves are finer in texture and more fra- 
grant than the seed leaf varieties. If the seed from the 
Havana seed variety be planted in succession for several 
years, the tendency of the plant is towards the larger 
and coarser inordorous seed leaf. In this, one may see 
the effects of climate and soil in producing variations in 
species. Flavor is due to climate ; texture and color to 
soil. 

The most striking illustration of the variability of 
species produced by soil is that of the yellow tobacco in 
Virginia, North and South Carolina. In 1852, two 
brothers living on a sandy ridge between two affluents 
of the Dan River, in Caswell County, North Carolina, 
planted a crop of tobacco. The soil was thin and sandy 
and almost destitute of any plant nutrition. It was 
light in color, very sandy in character but friable and 
highly porous. The tobacco plants set out on this soil 
were grown in seed beds, sown with varieties that had 


produced heavy dark types. After being transplanted 
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they grew very slowly. As the leaves developed and 
expanded it was seen that they changed in color from a 
light green toa golden yellow. In this condition, the 
plants were harvested and cured with open charcoal fires 
in closely chinked log barns. The leaves retained all 
their rich golden or lemon hues after being cured and 
they developed an aroma of a honey-like sweetness. 
When the tobacco was carried to market it brought a 
fancy price. The manufacturers of tobacco in the 
North, after that event, soon learned of the fitness of this 
yellow tobacco for making the best plug and it sprang 
into active demand. With this demand, came increased 
acreage and it was soon ascertained that all whitish or 
yellowish sandy soils in the Piedmont region would 
grow this handsome type of tobacco. The production 
soon extended into Person, Granville and Rockingham 
counties in North Carolina, and Pittsylvania and Hali- 
fax counties in Virginia. It was then carried to Bun- 
combe and other counties in the mountainous division 
of North Carolina. 

After 1880 its cultivation in a tentative way was be- 
gun in the Champlain districts of North Carolina with 
remarkable success. It was grown on the Potsdam 
sandstone soils and granitoid soils of eastern Tennessee, 
and in South Carolina. Wherever the conditions of 
sterility prevailed in a soil with a whitish color, there 
yellow tobacco could be grown successfully. Any ferru- 
ginous matter whatever in the soil is fatal in the pro- 
duction of this type. Portions of the same field, where 
trap-dykes were found with a residuary red soil, were care- 
fully shunned by the growers of yellow tobacco. 

The theory in growing the best types of yellow 
tobacco is that the soil is a sponge, which must have the 
capacity to receive and retain just enough fertilizing 
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matter to support the plant until it reaches a proper 
size. After this it is best that the fertilizers be ex- 
hausted so that the plant may go into a gradual decline 
in its vitality, like the hickory leaves in autumn, grow- 
ing more and more yellow, more and more delicate in 
tissue, more and more beautiful and storing up more 
and more sweetness until it is harvested. It was soon 
ascertained that too much manure applied to the soil 
would destroy the best qualities of the leaf, vitiate its 
fragrance and diminish its brightness of color. 

The stupendous economical effects of the growth of 
yellow tobacco in North Carolina are well worth our 
attention. The prices of old worn out lands, once per- 
fect pictures of sterility, desolation and unfruitfulness, 
have advanced from fifty cents per acre, thirty years 
ago, to thirty and fifty dollars per acre at the present 
time. Oftentimes from $150 to $300 are made from 
a single acre of tobacco. Great centers of trade have 
sprung up, new lines of railroad built, and the manu- 
facturing industry has advanced more rapidly in North 
Carolina than in any other southern state. The profits 
from the yellow tobacco crop laid the foundation for the 
building of a large majority of the 7000 manufacturing 
establishments now in North Carolina, of which 679 are 
for textiles and ror for the manufacture of tobacco. 

Another remarkable variation of species, due both to 
soil and climate, is the White Burley variety, which, in 
its results, has changed the whole character of the agri- 
culture of central Kentucky, converting a large portion 
of the finest blue grass and stock-breeding districts in 
America into a tobacco region. At first the plants grow 
slowly, but after becoming well established they advance 
rapidly, attaining magnificent size and displaying great 


They ripen two weeks earlier than most 


vigor. 
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plants. When cured by atmospheric influences the 
underside of the leaf has a whitish tinge and the upper 
surface has a beautiful reddish golden color. Its cul- 
ture has extended into all the rich counties of central 
Kentucky, as well as into those of southern Ohio. The 
soil best suited to its growth is a blue grass soil, gray in 
color, rich in humus, the residuum of the disintegrated 
Trenton limestones. 

The variety has proved to be a most profitable one, 
with two sub-types; the heavy used for manufacturing 
plug, and the light for a cutting leaf. Both types are 
very popular with manufacturers, because of their ab- 
sorptive capacity. The White Burley tobacco is low in 
nicotine having acontent of about 2.80 per cent. while 
the rich heavy shipping types have a content as high 
as 5.60 to 6 per cent. This low content of nicotine 
made the White Burley tobacco exceedingly popular 
with American consumers because of its mildness and 
its less injurious effects upon highly organized nervous 
constitutions. Yellow tobacco carries a still smaller 
per cent of nicotine, but with less absorptive capacity. 
Three-fourths of the chewing tobacco, both plug and 
fine-cut, consumed in America is manufactured from 
the White Burley and the yellow tobacco types. The 
White Burley is now a distinct variety, as much so as 
the seed leaf, and is what Darwin calls an incipient 
species, as also is the yellow tobacco. 

There is a well-defined correlation between the color 
of the soil and the color of the tobacco grown upon it 
and also between the constituent elements of the soil 
and the quality of the cured product. It has been men- 
tioned how the pale yellowish soils grow a tobacco of a 
yellow color; how the grayish soils of the blue grass 
region will effect the color of the White Burley. This 
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latter type planted on red soils will show more brown or 
red in the cured leaves. The rich, dark, heavy shipping 
tobacco is grown on reddish or chocolate colored soils, 
clayey in composition, compact and heavy. The color 
of these soils is due to the presence of iron oxides. The 
more heavily manured such soils are, the darker and 
stronger the tobacco. This dark tobacco is the richest 
of all types in nicotine, gummy substances and oils. It 
is heavy of leaf, with small midribs and delicate fibres. 

The leaf is soft, pliant, oily and silky, resembling to 
the touch a kid glove. Its pores are filled with gummy 
substances to such an extent as to impair its absorptive 
capacity. While the co-efficient of absorption for the 
White Burley types is 2.60, that of the heavy tobacco is 
only 1.48; that is to say the White Burley will absorb 
about twice as much water or sauces with which it is 
treated in its manufacture as the rich, heavy shipping 
tobacco. 

A light colored soil, whether of arenaceous or clayey 
material, will yield a product that will cure to lighter 
colors than that grown on soils of a darker color. To- 
bacco grown on sandy soils is more porous but is much 
coarser than that grown on clayey soils. Newly opened 
land, or what is called in the South “ new ground,” what- 
ever its character will mature a crop of tobacco quicker 
than old lands of the same general characteristics and 
the product will be lighter in color. 

Perique tobacco, so strong in the essential elements 
of tobacco, is almost black in color. It is grown in the 
vacheries of Louisiana, the soils of which are a dark 
alluvium, tich in humus and plant food. These vacher- 
ies are but little elevated above the swamps with which 
they are surrounded. The dark color of the tobacco is 
due largely to the method of curing, which is done by 
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the frequent reabsorption of its juices after being heavily 
pressed. Indeed it is said to be cured in its juices. 

Situation’ has much todo with the quality of cured 
tobacco, other things being equal. A southern exposure 
will make a tobacco lighter in body, brighter in color 
and with less gummy material in its composition. A 
northern slope, receiving less sunlight, will require a 
longer period for bringing the tobacco to maturity. It 
has more time for storing up gummy substances. An 
eastern exposure will make tobacco intermediate between 
that grown on the northern and southern exposures, 
while that grown on western slopes will be more like 
that grown on a southern slope, as it receives more of 
the heat of the sun than that grown on an eastern 
exposure. 

If time permitted, I might go on and tell how variant 
are the tastes and fancies of the different nations in the 
selection of the types of tobacco to be consumed by 
them. ‘The Norwegians and Swedes, for instance, want 
the strongest tobacco grown, which they are said first to 
chew, then to smoke, and then to snuff the ashes. The 
Germans want the “black fats’ and also a sweet 
tobacco, of fine stem and fibre, cherry red in color or 
mottled with yellow. It must be porous so as to take 
in the sauces with which it is treated in its manufacture. 
This is known in the American markets as the German 
saucer. ‘The French requirements call for a milder red 
tobacco, or the White Burley types; the Italians want 
tobacco of a dark brown color, strong, smooth and silky 
in texture; the Austrians want a type of solid fine 
texture and glossy sheen, of uniform brown color, tough 
and stretchy ; the Spanish take the lowest grades of 
lugs and light types; the English take many sorts, but 
one essential requirement is that they must be absorb- 
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ent, strong and elastic in texture, that the tobacco may 
be spun into rope-like strands. The negroes of Africa 
take the longest tobacco that is shipped from America. 
This, they make into a large cigar, not less than twenty- 
six inches in length, soak it in lard or palm-oil and then 
the whole tribe sit in a circle and smoke until they be- 
come deliriously intoxicated. Nearly all foreign na- 
tions prefer tobacco cured by fire. The Americans prefer 
that cured without fire or smoke. 

No other product that enters into commerce is taxed 
so heavily as tobacco. England levies a tax of 77 cents 
per pound when it contains ro per cent of moisture ; 85 
cents per pound, when there is less than this amount. 
This is from twelve to fifteen hundred per cent on the 
prices which farmers receive. Norway, Sweden, 
Switzerland, Holland, Belgium, and Russia all levy heavy 
taxes. France, Portugal, Italy, Spain, Austria and 
Turkey make a monopoly of tobacco. All tobacco is 
sold directly to the governments last mentioned, is manu- 
factured by them and sold to consumers. France, how- 
ever, in order to accommodate her thousands of guests, 
will permit the introduction or rather the importation 
of tobacco for the private use of the importer upon the 
payment of $694.80 per hundred kilograms. This is 
$3.15 per pound and is probably the highest duty ever 
paid upon any article of consumption. These countries 
making a monopoly of tobacco are called Regie govern- 


ments. 


WILLIAM H. GLasson: I come from the part of 
North Carolina referred to by Mr. Killebrew on account 
of the infertility of its soil and I was, therefore, much in- 
terested in what he had to say about the effect of the 
introduction of the culture of bright tobacco on the 
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prosperity of that region. A striking illustration of the 
development based upon the culture and manufacture of 
this plant is seen in the present city of Durham which 
was, at the close of the Civil War, a very unimportant 
railway station near which Sherman received the sur- 
render of Johnston’s army. Then it was the home of a 
few scattered families. To-day it is a widely known 
city—typical of the new manufacturing South—and 
containing with its several suburbs from twelve to 
fifteen thousand people. This growth has been based 
upon the bright tobacco industry, supplemented by the 
manufacture of cotton goods. 





An interesting story is told of the way in which the 
fame of Durham tobacco was first spread abroad. The 
manufacture had already been begun in a small way 
when Sherman’s army arrived at Durham. It is said 
that some of his soldiers broke into a factory or store- 
house where the bright leaf tobacco was kept, and 
helped themselves. This proved so satisfactory that 
after they had gone North they began to send back to 
Durham from all parts of the country, orders for tobacco. 
Such orders materially aided in the growth of the Dur- 
ham industry. Johnston’s army surrendered to Sher- 
man, but Sherman’s men were taken captive by Durham 
tobacco. 














THE COTTON INDUSTRY 
D. A. TOMPKINS 


A very brief summary of the history of cotton produc- 
tion in the United States is taken from my book, “ Cot- 
ton and Cotton Oil,” as follows: 

“ For the ancient history of cotton, dating 1000 years 
before Christ, the practical man of to-day cares very 
little. Even the minor details of its introduction into 
the United States possesses only historical interest, and 
these will be taken up only to illustrate the evolution of 
the industry. 

“The early colonists naturally experimented on their 
new found soil with all the divers seeds that they could 
obtain from all parts of the earth. Thus, cotton became 
an early experimental crop, beginning in Virginia about 
the year 1600, and continuing in all the southern lati- 
tudes for nearly two hundred years before it came to be 
seriously regarded as a useful crop. 

“ During this epoch a great army of hand weavers had 
sprung up in England, and it was becoming a serious 
problem with them to get yarn to weave. 

“In all times and places, when there is a serious de- 
mand for any invention, the genius of the age soon de- 
velops and perfects that invention. In 1767 James Har- 
greaves invented in England the spinning jenny, by 
which one operative could run as many as twenty spin- 
dles, instead of one, as theretofore. This was success- 
fully improved by Arkwright and Crompton in England, 
and others, so that it soon became an easy matter to pro- 
vide yarn for the hand weavers. After the power loom 
had been introduced by Cartwright, also in England, in 
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1785, the world’s consumption of all kinds of yarn 
increased immensely, and thus the demand for raw tex- 
tile fibres was a constantly growing one. 

“The American colonists took a growing interest in 
cotton production and made every effort to meet the de- 
mand from the mother country, and also the new de- 
mands of the new independent colonies. 

“In 1786 Governor Tattnal, of Georgia, received some 
Sea Island seed from the Bahama Islands, and encouraged 
its production in the coast region. 

“ About the same time a Mrs. Burden, of South Caro- 
lina, promoted its growth on the sea islands of that state. 

“ Several difficulties prevented the rapid spread of cot- 
ton culture in those days. Scarcity of labor in the new 
country, due to the tedious process of harvesting or “ pick- 
ing’? was an important factor, but the prime difficulty 
was in separating the useful lint from the then useless 
seed. This work was done entirely by hand until the 
ancient roller gin was brought over. 

“As in the invention of other machinery, a crying 
necessity stimulated genius. The roller gin was already 
in use, and worked well for Sea Island cotton. In 1793, 
Eli Whitney, then living near Savannah, Ga., invented 
a cotton gin, comprising many of the features of the gin 
now in use for upland cotton. In 1794 he obtained his 
patent. In 1793 Hodgen Holmes, of Augusta, Ga., in- 
vented the saw gin, an improvement on Whitney’s ma- 
chine. In 1796 he obtained his patent. Thus in the 
period from 1793 to 1796, the saw gin became a standard 
machine, and an epoch maker in the history of cotton. 

“ The effect of this invention upon the cotton produc- 
tion of the country was wonderful. As soon as a few of 
these machines could be made and put upon the market, 
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it was seen that with the available labor it was easy to 
increase the cotton production many fold. 

“In 1790 the production of cotton was equivalent to 
3,000 bales of 500 pounds each, and in 1798, about the 
time the use of saw gins became general, the production 
was increased to an equivalent of about 30,000 bales of 
500 pounds each. 

“Tt soon became apparent that the productiveness of 
the soil would justify much more cotton planting than 
the available labor could handle, even with the help of 
the cotton gin. This idea fostered a great importation 
of negro slaves, and thus the growth of slavery and the 
increase of the cotton crop were simultaneous, each being 
sustained by the other. This material result was in op- 
position to a strong sentiment against slavery. 

“The cotton crops steadily increased on this basis, 
building up and enriching an agricultural population 
which became an aristocracy in the southern United 
States. The cotton crop had grown to 4,000,000 bales in 
1861, being mostly produced by the labor of the 4,000,- 
000 slaves. 

“From 1861 to 1865 the Civil War interfered with 
agricultural operations so that the average annual pro- 
duction during that period was reduced to a half million 
bales. The Civil War resulted in the abolition of slavery. 
The ill-advised enfranchisement of the slaves who were 
led by dishonest adventurers, induced a condition of politi- 
cal and industrial disorder. This condition retarded the 
recovery of the cotton growing states from the disastrous 
effects of the war, and hence it required about ten years 
after the war for the cotton planters to again reach a pro- 
duction of 4,000,000 bales. Since that time, the crop 
has continually increased, reaching to nearly 10,000,000 
bales in 1900, as exhibited by the following table.” 
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The following table showing the growth of the indus- 
try and prices obtained in different periods is taken from 
the same source. 


THE PRODUCTION AND PRICE OF COTTON FROM 





1790 TO Ig00., 
No. Bales Price per Ib. 
Year. 500 Ibs. Gross. in New York. 
a itannniieinninnn iiss 26.0 
i iientcenmaicnnns CS 26.0 
EE ee GI inne SS 
a isin tamienneien a a 32.0 
BIG cnn nneccncevcne Wi FURsecccc ccancncece 33.0 
8796 ~~... a a 36.5 
Rains scegteabeeabiad I aictcesceniccnetieevaiiiael 36.5 
1797 ---- ---- -------- 22,900.... -.-.---.---- 34.0 
eR DR setnccicnititiameain 39.0 
ee ite ceteamebionan 44.0 
ee ibiinctaten catenin OO a ae 28.0 
a | ees 16.0 
St catesadedneusts I i iii sesintinctciscilitaini 17.0 
ea ea 10.0 
ee CE icidendniidaenmns 8.9 
Ee I icnisceeneieaniaion 12.3 
ee ee OE 11.0 
Gixcoisiieteaees a 80.0 
Pl aieswinnthned See ee 24.0 
ee ee a eee 12.0 
ee Sih naentihintinnn an: 11.5 
i, EER GAGA GIB ...nc ccncccececes 8.7 


It may be said that the development of cotton culture 
went from a mere beginning to 10,000,000 bales in the 
19th century. The value of 10,000,000 bales on to-day’s 
market is $600,000,000. In the latter half of the century 
the seed have been made the basis of an industry yield- 
ing products worth $100,000,000. 

There were those who thought that slave labor was 





essential to the continued development of cotton pro- 
duction. The important inventions, chiefly those of 
Whitney and Holimes, upon the basis of which cotton 
production was made profitable, were all made before 
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slavery became dominant. No other improvements 
were made until after the abolition of the institution. 
Since that time, great and continued progress and many 
important inventions and improvements have been made. 
Events since the dis-establishment of slavery have shown 
that slave labor is not essential to produce cotton. It 
transpires that the institution of slavery not only pre- 
vented the development of manufactures but dried up 
those which had been established before slavery became 
the dominant influence in the South. In the first 
decade of the 19th century Virginia, the Carolinas and 
Georgia led the rest of the United States in manu- 
factures. By 1850 the manufacturing interests of the 
slave states had been reduced to nearly nothing as com- 
pared to those of the free states, thus limiting the oc- 
cupations of the people to the production of cotton, 
tobacco, sugar and rice with slave labor. 

I conceive that slave labor never has been of advan- 
tage in the development of cotton production. Laws 
necessary to the maintenance of slavery drove out the 
free white labor, hindered and ultimately stopped im- 
migration. This element emigrated very largely as 
slavery grew in importance and influence. Throughout 
the first half of the roth century there was a tide of emi- 
gration from what had been the manufacturing sections 
of the slave states to what was then the Northwest, now 
comprising the states of Ohio, Indiana and Illinois. In 
this tide were the Harrisons, Thurmans, Stevensons, 
Lincolns, Cannons, the present speaker of the national 
House of Representatives being one of these, and many, 
many others. Another tide of emigration was to the 
Southwest, this being composed of those who believed 
in slave labor and who required more land or new land 
to work upon. 
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Because of this emigration the slave states did not 
grow in population and wealth in proportion to their 
resources. Staple crops was all that could be depended 
upon, and while the system made a few people rich, it 
destroyed those markets which manufactures furnish for 
perishable farm products and therefore made it impos- 
sible to produce cotton so cheaply as in an environment 
where farm products have cash markets. 

Since the abolition of slavery there has been developed 
a large and important industry based upon cotton seed 
as a raw material. The cotton seed products are cotton 
oil, cotton seed meal, linters and cotton seed hulls. The 
aggregate value of these is now about $100,000,000 an- 
nually. The hulls and meal are very superior feed for 
cattle and the value and economy of this feed has 
brought about the development of the business of rais- 
ing and fattening cattle. At some of the oil mills, several 
thousand head of cattle are annually fatted for the mar- 
kets. In the environment made by slavery, this large 
source of wealth would probably never have been found 
and developed. 

The invention of the cotton gin by Whitney and 
Holmes is the basis upon which the development of a 
large production of cotton was made possible. Patents 
were issued for these inventions in 1794 and 1796. Up 
to this time the Southern states had been settled and de- 
veloped on lines exactly parallel with the settlement and 
development of the Northern states. The South was ac- 
tractive tothe European. Slavery had existed of course 
but very much as it had in New England or Pennsyl- 
vania. Manufactures flourished, commerce was prosper- 
ous, and all the conditions were about the same as in the 
other states. When the national government was formed, 
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Virginia headed the list of states, Pennsylvania came 
second and North Carolina third. 

The cotton gin made cotton planting so profitable 
that the slave became of great value as a laborer. Where 
cotton would grow the slave was put to work in the cot- 
ton field. Most of those in the rest of the United States 
were bought and the slave trade was made brisk by the 
demand for slaves direct from Africa. The laws soon 
began to take the shape most favorable to cotton plant- 
ing with slave labor. The manufacturers of wool, of 
iron, of wagons, and other articles became interested in 
the new movement and invested money in land and 
slaves instead of in the extension of their factories. ‘The 
free labor was driven from the country or to a life of 
poverty on poor land. 

In the new situation existing to-day we find the fol- 
lowing conditions : 

(1) Manufactures have been re-established and the 
manufacturing populations make markets for perishable 
farm products and these incidentally reduce the cost of 
cotton. 

(2) Commerce has again become prosperous and this 
sustains transportation, thus enabling commodities to 
reach markets quickly and cheaply. 

(3) All influences favorable to emigration are gone 
and emigration has practically ceased. 

(4) All influences adverse to immigration are gone 
and large numbers of people are actually coming into 
the cotton growing states from the North. The condi- 
tions are very favorable for the European immigrant. 

(5) The maintenance of the fertility of the land by the 
use of commercial fertilizers is now well understood and 
there is an enormous business in commercial fertilizers 
carried on under state control. 
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(6) The price of cotton is high enough to encourage 
its production alone on a farm. With the new markets 
for perishable farm products in addition to high-priced 
cotton, farming has become a most attractive proposition 
in the cotton growing states. 

I have in the past pointed out that America must 
make an abundant and reasonably cheap supply of cot- 
ton or some other parts of the world would supplement 
her crop and take away the practical monopoly she 
enjoys. Already Egypt and India are producing more 
cotton than we did thirty years ago. I conceive that 
conditions are now more favorable for the economic pro- 
duction of cotton in the United States than ever before. 
The growth of the production in Egypt and India has 
been during a period of confusion and re-adjustment of 
political and social conditions in the cotton growing 
states. From this time forward good government and 
political order seem assured. As slavery was an adverse 
influence here, so the social conditions in Egypt and India 
handicap them in their competition with us under our 
new conditions of freedom and education. 

It has been suggested that the new manufacturing 
interests are drawing so much labor from the farms that 
our production of cotton must of necessity be checked. 
This is within limits true. In the state of North Caro- 
lina, fifty thousand people, practically all natives, are now 
working in cotton mills. Probably as many more are 
employed in furniture factories, saw mills, cotton mills, 
on railroads, and or are in other ways connected with the 
new developments. If the same number has been em- 
ployed in new developments in ten cotton states, this 
would represent a million people who have left the farms. 
This has relieved the cotton farmer of a tremendous 
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competition and has also made markets for his products 
other than cotton. 

This makes a very attractive condition for the Euro- 
pean immigrant and by the new environment of freedom 
and educational facilities the European immigrant will 
surely be attracted. I have no doubt but that the 
United States will continue to lead the world in cotton 
production and in future, supply at a fair price, an 
ample quantity of the staple to meet the demands of 
the world. 

The influence of the cotton gin on cotton production 
was incalculable. We have come now to a situation 
where a successful and economic picking machine would 
be of incalculable value. It costs now about $100,- 
000,000 to pick the crop. The picking is done with the 
fingers and the strength of the picker is wasted in lean- 
ing and bending the body. A machine to which man 
power might be economically applied ought to reduce 
the cost of picking to $50,000,000, and one to which 
mule or horse power could be applied ought to reduce 
the cost to not exceeding $20,000,000. 

An essential prerequisite for the maintenance of the 
present production of cotton and its further develop- 
ment is to keep the markets of the world open to 
American made goods. It would seem as if our access 
to Chinese markets, especially those of Manchuria, is 
now seriously threatened by Russia and this in violation 
of treaty agreements made between the allied nations at 
Pekin after the Chinese War. 

Those who have given special study to this subject 
express great alarm lest Russia not only drive us out of 
Manchuria but ultimately out of all China and the en- 
tire Orient. These claim that with Manchuria gained, 
Russia’s position in the Eastern markets would be ‘so 
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strengthened that she could more easily take each 
succeeding step until the whole territory is covered. 
Then by the control of enormous populations, she could 
command the political control of the world. If these 
apprehensions are true, we have in this country, the 
farmer and manufacturer alike, a far greater interest at 
stake in the Japan-Russia controversy than our govern- 
ment appreciates. The value of an Isthmian canal 
would be tremendously diminished if we were to lose 
our markets in the Far East. 

In the matter of slavery we were not wise. Through 
that system an error insidiously crept upon us which 
nearly wrecked our progress before it was fully corrected. 





In regard to preserving and extending our markets it is to 
be earnestly hoped that our government will not remain 
supine in any case where action is needed to preserve 
conditions necessary to the maintenance and further de- 
velopment of our cotton industry both in the field and 
in the factory. 























THE COTTON INDUSTRY—DISCUSSION 


C. C. THacu: Though deposed from time to time by 
various economists and up-to-date agriculturists, cotton 
was never more of an absolute “King” than to-day. 
The world-wide scramble for the staple, the phenomenal 
leap in price to the highest mark since the years im- 
mediately succeeding the Civil War, the fierce struggle 
for the control of the market, the grave apprehension 
as to the adequacy of future supply, as to labor, as to 
the boll-weevil, the deterioration of seed and other pests 
and perils to production, the possibilities of cotton cul- 
ture in regions other than the South,—these and other 
manifold phases of the cotton question fill the public 
press, and attest the vital importance of the commodity 
to the entire country, indeed to the entire world. 

In truth, it is well-nigh impossible to overstate the 
supreme importance of the cotton industry in the South. 
As a matter of fact, cotton is the staple agricultural pro- 
duct of ten states in the Union, embracing a population 
of 18,116,000 people, or about one-fourth of the entire 
United States. At an average price of ten cents per 
pound, the crop of 10,000,000 bales as estimated by the 
Department of Agriculture is of tremendous financial 
value, aggregating the immense total of $500,000,000. 
The advance since last December from eight to twelve 
cents a pound represents an increase to the Southern 
planter of $200,000,000 over any crop that he has ever 
raised,—about $80,000,000 of the increase being still to 
accrue upon the cotton yet in the hands of the producer. 

The South is the cotton store house for the world, 
producing three-fourths of the world’s supply. For 
generations to come it will hold practically a monopoly 
of this great product. 
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While I hasten to express my hearty endorsement of 
the main contention of the distinguished gentleman who 
has preceded me, yet, I ask to briefly call in question 
the proposition advanced “that slavery was never of any 
advantage in developing a system of cotton production.” 
The question is, indeed, a long one, and is perhaps of 
only academic interest; yet from the stand point of eco- 
nomic history it is of value. 

Certainly if slavery may not have been an advantage, 
it was the actual social condition under which the cotton 
raising industry was planted, fostered, and developed in 
America. As a social organization or machine, it was 
a most efficient agency for getting work done. Without 
the negro the development of the Southern states would 
have been retarded half a century or longer, at least 
until the great tide of immigration had flowed over the 
Appalachian watershed, and covered the fertile reaches 
of the great Northwestern territory. 

Yes, the winning of the South was largely the work 
of the negro. Unquestionably his tropical origin, and 
greater immunity from malignant malarial diseases 
peculiarly adapted him to the severe drudgery of felling 
the forests, draining the marshes, and subduing to culti- 
vation the more fertile sections of the semi-tropical 
country in which cotton was found to thrive. 

And the efficiency of the system of slavery in the 
growing of cotton is fully established by the statistics 
in the case. The decade from 1850 to 1860, for in- 
stance, shows as great a percentage of increase in pro- 
duction as any decade in the history of the country,— 
being, indeed, greater than nearly any other consecutive 
ten years. In 1859-60 the crop was 4,861,202 bales, an 
amount not again attained until 1878-79, eighteen years 
later, and thirteen years after the close of the war, 

















156 American Economic Association 





although the population: had increased meanwhile 
nearly forty per cent. In fact, the increase in produc- 
tion of cotton since the war has not kept pace with the 
increase in population in the South; e. g., in 1860 the 
cotton crop was 4,861,202 bales; in 1900-1, 10,383,422 
bales, an increase of 113 per cent, the population of the 
cotton states being for the same dates respectively 
7,513,000, and 18,116,000 or an increase of 140 per cent. 

As a mere agency for producing cotton, I repeat, 
slavery was eminently efficient. Of course the mere 
production of raw cotton does not constitute an ideal 
economic state, and every one knows that the institution 
of slavery stifled the mechanical and scientific spirit of 
Southern society, and made impossible the highly 
organized, complex industrial life which in the New 
South is fast supplanting the idyllic agricultural life of 
the Old South. 

As a result of this social revolution one of the most 
noteworthy changes in regard to the production of 
cotton since the Civil War is in the labor now employed. 
Mr. Carnegie in a recent utterance is pleased to ascribe 
the 11,000,000 bales of the annual crop to the labor of 
the negro. If the man on the ground may differ with 
the one so remote from the conditions under discussion, 
I should say that the amount of cotton made by negro 
labor grows gradually less every year. It is the uni- 
versal opinion of those who should know, that as the 
generation trained in the school of slavery passes away, 
negro labor becomes, in the mass, less efficient. More- 
over, large numbers of negro laborers are drawn 
annually from the fields to the large industrial enter- 
prises developing so extensively in this section. Now 
the falling off in negro labor is made good, in part by a 
gradual increase in white labor, small farmers of the 




















The Cotton Industry—Discussion 157 


tenant class with two or three plows, who are entering 
governmental lands, or subdividing the larger planta- 
tions. Statistics on the relative amounts grown by the 
two races are difficult to secure, but the generalizations 
made are based on close personal observations and wide 
inquiry. 

As every one knows, this was impossible under the 
old order of things. With a system of slavery, agricul- 
tural labor, in fact, all manual labor was a badge of 
social inferiority. Moreover, there was a gradual ac- 
quisition of all desirable lands by the landed aris- 
tocracy,—the large wealthy planters—with the inevitable 
result of the rapid emigration of the middle and lower 
classes of the white population from the agricultural 
sections of the South. For example, up to 1860, accord- 
ing to census reports, a larger number of people had 
emigrated from South Carolina (a small and stationary 
community), than had moved into South Carolina from 
all the other states of the Union. 

This change to white labor has been greatly facili- 
tated by the introduction of a new factor in cotton cul- 
ture that is worthy of note. I refer to the use of com- 
mercial fertilizers. As a rule, the lower classes of 
society had their holdings in the hill-country in the less 
productive soils, the “black belt” lands having been 
found best suited to the most profitable employment of 
slave labor on a large scale. But by the use of this new 
agency, vast regions once considered barren have been 
brought into profitable cultivation, and now really afford 
a more reliable and constant crop than the rich alluvial 
soils of the old slave plantations. In nearly every agri- 
cultural county in the South there is to be observed, on 
the one hand this section of fertile soils, once the heart 
of the old civilization, now largely abandoned by the 
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whites, held in tenantry by a dense negro population, 
full of dilapidation and ruin; while, on the other hand, 
there is the region of light, thin soils occupied by the 
small white freeholder, filled with schools, churches and 
good roads, and all the elements of a happy enlightened 
country life. 

The yearly investment in commercial fertilizers is 
enormous, 628,000 tons valued at $17.00 a ton being 
consumed in Georgia ; 250,000 tons in Alabama; 325,- 
ooo in South Carolina; 350,000 in North Carolina; and 
425,000 in Mississippi. The total amount of fertilizers 
produced in the United States in 1900 was, according 
to the census, 2,887,000 tons, all but 1,000,000 tons of 
which was used exclusively in the cotton producing 
states, being an investment of over $30,000,000. 

As a result of the demands for fertilizers, and, too, of 
the industrial growth of the South, an immense new 
profit has come to the producers of cotton in the sale of 
their seed. A few years ago a farmer’s surplus seed 
were often regarded as a nuisance while to-day the by- 
products of the seed—the meal, oil and hulls, are a most 
valuable asset, amounting in 1900 to $42,000,000, and 
in 1902, according to Mr. Edmonds of the Manu- 
facturer’s Record, to over $100,000,000. After the oil 
is extracted, the seed loses nothing in value as a fertil- 
izer, the meal being our richest nitrogenous material, 
while the hulls prove an excellent feed for cattle, or if 
used for fuel, the ash affords a most concentrated form 
of potash. 

Time forbids but a bare allusion to the wonderful 
growth in the South of the manufacture of crude cotton 
into forms of finished products. Thirty years ago the 
capital invested in all the mills from the Potomac to the 
Rio Grande would not have aggregated $3,000,000: 
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to-day it approximates $175,000,000; spindles have in- 
creased from 667,000 to 7,500,000 and the South now 
manufactures one-half of all the cotton now consumed 
in the United States. Larger population, higher wages, 
increased purchasing power of operatives, a higher 
standard of life, better school facilities, and a general 
uplift in the community life are some of the attendant 
results. 

And great as is the economic value, still greater is the 
sociological value of this new form of factory-village 
life. For this mill people is drawn not from foreign 
immigrants nor from distant states, but it is drawn from 
the poor native-born, white population. Now for the 
first time in their history, they are organized into com- 
munity life and taking their first step toward civiliza- 
tion and enlightenment. 

An important factor in the future development of the 
textile industry in the South, whose influence will be 
felt more and more each year, is the excellent system of 
textile schools being established throughout the South- 
ern states. Artistic taste, the knowledge of underlying 
scientific principles, skill, and intelligence,—in a word, 
brains, are required for the full development of any 
industry. 

The apprehension expressed in some quarters of a 
significant decline in the annual yield of cotton appears 
entirely baseless. The great diminution of the present 
crop seems entirely attributable to unfavorable seasons. 
No crop has ever been cultivated under more adverse 
circumstances. Furthermore, a study of the cotton 
record for the last fifty years discovers a frequent occur- 
rence of violent fluctuations much more extreme than at 
present, the minimum limit being 150 pounds, the 
maximum, 225 pounds per acre,—the crop of 1860 
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being, for instance, twenty-five per cent less than that 
of 1859. One must believe that the combined scientific 
genius of America will eventually find a stay for the 
ravages of the boll weevil. Nor can there be any 
danger in the deterioration of seed arising from the 
cotton seed oil industry ; for no discrimination whatever 
is made either by the seller or the purchaser in the seed 
that are disposed of. 

The question of most vital concern to-day in the pro- 
duction of cotton is the question of labor, both as to 
supply and as to intelligence. Negro labor is becoming 
restless, higher wages and things much more inviting 
than the mule and the plow are drawing him from the 
country regions. There is, in fact, a very keen rivalry 
for his services among the land owners. And how is his 
place to be supplied? Gradually, I have said, by the 
natural expansion of the white race, but still more 
rapidly, it seems, should the supply come from immi- 
gration. No where in the United States is there to-day 
a more inviting field for the small farmer than in the 
South. 

And, above all, if we wish to regenerate our agricul- 
ture, and produce more cotton, more corn, more pork, 
we need more education, more intelligence. Few, in- 
deed, are the farmers who are able to apply to cotton 
culture the beneficial results of labor saving machines, 
or the recent discoveries pertaining to their business. 
Knowledge, indeed, is power, and Mr. Sully’s 25,000,000 
bale crop will never arrive until there obtains in our 
general farming population a higher order of intelli- 
gence, mental alertness, and a more intimate knowledge 
of the great principles controlling the art of agriculture. 

However, of one thing we may rest assured as stated 
in the beginning, the sceptre of King Cotton will not 
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pass from the South at any near date. Certain climatic 
conditions of temperature, moisture and distribution of 
gentle rain fall, combined with a favorable soil and, at 
present, a vast body of labor available for harvesting 
make the South the ideal region for the culture of 
cotton ; and under the stimulating influence of the high 
prices now prevailing, the acreage for the approaching 
year. will doubtless be greatly increased, and with favor- 
able seasons it may not be rash to prophesy a crop of 
12,000,000 bales. 


II 











THE UTILIZATION OF SOUTHERN WASTES 


RICHARD H. EDMONDS 


Saving labor in one direction and creating an enor- 
mous demand for labor in another, the invention of the 
cotton gin more than a hundred years ago caused an im- 
measurable waste of material and energy in the South. 
It hastened the passing of slavery in the North, but 
strengthened the institution in the South, giving the 
plantation the premiership and halting, though not de- 
stroying, the natural mechanical bent of the whites. It 
changed the course of American industrial tendencies, 
and diverted the flow of commerce. It made the history 
of the United States. It resulted in the evolution in the 
South of a system of agricultural labor unsurpassed in 
effectiveness in spite of its costliness. It supplied the 
raw material for industries both at home and abroad, and 
at the same time created a great market for manufactured 
articles and farm products. 

But its consequent benefits were enjoyed by a minority 
of the Southern people. Not more than 30 per cent of 
the Southern white families in 1860 were owners or hirers 
of slaves. Their real and personal property dominated a 
situation giving the South more wealth per capita than 
the rest of the country—a situation well typed in 1850, 
when the per capita wealth of the whole country being 
$304, that of South Carolina was $431, the 384,984 slaves 
being included in the population of 668,507. Yet, at 
that very time, it was estimated by the governor of the 
state that among its white inhabitants there were not 
less than 50,000 persons whose employment was not suf- 
ficient to give them the honest support every white citi- 
zen felt himself entitled to. Conditions in South Caro- 
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lina were, perhaps, exceptional in some respects, but they 
fairly illustrate general Southern conditions. During 
the ten years before the Civil War the chance for the de- 
pressed classes to become economically valuable was 
somewhat bettered, especially in those portions of the 
South where slavery was slowly and naturally disappear- 
ing under the practical impulse that had destroyed it in 
the North. Then came the war with its enormous waste 
of human energy, life and wealth. It brought the great 
mass of whites to a common level of poverty. In the 
consequent struggle for the maintenance of race integri- 
ty they were practically debarred from’ production, ex- 
cept to meet bare necessities, and the negro race, which 
had never advanced except as it was guided or controlled 
by white intelligence, was suddenly placed in a position 
calling for self-reliance with its younger generation sub- 
jected to methods of training, which converted them 
from possible producers of thorough efficiency into thrift- 
less dawdlers or positive parasites. The South received 
practically nothing of that immigration, which, after the 
war, gave such an enormous impulse to the development 
of the North and West. Asa result of the war, it lost 
potentiality through the disorganization of an important 
element in its labor system. 

One at first thought may not readily understand that 
the direct and indirect wastes of the past forty years have 
created the opportunity for the utilization of other wastes. 
Investments in Southern cotton mills, equipping them 
with the best machinery, need not include the money 
sent to the scrap pile in the shape of antiquated ma- 
chinery. A mass of labor, long dormant because of a 
comparatively narrow field for its employment, has been 
given freedom at last to follow its natural inclination. 
Costly industrial experiments have been tried elsewhere, 
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but the South as a whole, with its natural resources 
lying fallow, has escaped them and their accompanying 
evils. It is in a position to profit by the experience else- 
where without any great loss of time and money, or 
waste of energy and material. 

Seventy years ago oil was made from cottonseed in 
Mississippi, and, subsequently, at Mobile, Ala., Peters- 
burg, Va., New Orleans, La., and other points, the seed 
was a basis of industry. Far-seeing minds of that day 
sketched the part that the products might play in cattle 
feeding, in the manufacture of soap and candles, in 
lubrication, painting, illumination and as a_ food. 
About that time the legislature of Mississippi passed a 
law to compel cotton gins to remove promptly or to 
destroy all cotton seed, so that the same might not be- 
come a prejudice to the health of the community. 
The general practice was to get rid of the seed by dump- 
ing it into running water or letting it rot, though there 
was an early use of it to a limited extent as a fertilizer. 
It was not until about 1870 that the cotton oil mill be- 
gan to assume any importance in industry, and ten years 
later there were but 45 mills in the South with a capital 
of about $3,500,000. The census of 1900 reported 369 
establishments engaged solely in extracting the oil, with 
a capital of $34,451,461 and a value of crude products 
only of $42,411,835, only 55 per cent of the seed pro- 
duced in the South being crushed.’ It is estimated that 
the total annual value of the product of the 700 oil 
mills, not including the output of enterprises dependent 
in part upon oil mills, approached $125,000,000, while 

1 An estimate made in April last placed in the Cotton Belt 702 cot- 
ton oil mills built and in course of construction, with 50 or 60 new 


ones chartered, the mills with their refineries and other auxiliary fea- 
tures representing an investment of $225,000,000. 
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the value of the lint cotton in that year was $360,000,- 
ooo. The short lint secured in re-ginning the seed at 
the oil mill is manufactured into cotton batting. The 
hulls become fuel, ashes, fertilizer, fibre, paper and cat- 
tle feed. The meats become cake and meal used for 
fertilizer, cattle feed and crude oil. This last in various 
processes becomes soap stock and soap, the stock mixed 
with other greases appearing in the cylinders for phono- 
graphs, winter yellow oil, cottonseed stearin, a basis 
for butter and salad oils, including not a little of the 
substance imported as olive oil, summer white oil, a basis 
for lard and cottolene and miners’ oil. 

Fifty years ago objection was made to the cottonseed 
oil mill on the ground that it prevented the return of 
nutriment to the land, and consequently tended to im- 
poverish the soil. Today the contention has been made 
that the most productive use of the cotton seed is in 
feeding it to cattle, enriching the soil with the manure 
and selling the cattle as beef. It is also argued that the 
mills paying the biggest prices for the best seed is re- 
sulting in the raising of inferior cotton. Both of these 
possible evils, not always inseparable from the early ca- 
reer of a new industry, may be overcome through the 
attraction to the South of the packing-house industry 
because of the value of cottonseed to it. 

In the packing industry the blood of animals was once 
allowed to drain away, and the removal of such stuff as 
heads, feet, tankage, etc., was paid for. Now, blood, 
bones, horns, hoofs, hides, sinews, trimmings, etc., are 
transformed into tallow, soap, glue, gelatine, bristles, 
hair, felt, soap powders, glycerine ammonia, bone meal, 
poultry food, albumin, neats for oil, pepsin, knife handles, 
buttons, fertilizers and a host of other articles. The 
packer by making a chemical fertilizer of use in the cot- 
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ton field, by using the cotton oil stearin in the manu- 
facture of compound lard and cooking butters, and 
through his need of the cottonseed meal for feeding pur- 
poses, has begun to move tothe South, nearer to the cat- 
tle-raising sections of the South-west. During the past 
past ten years at least $20,000,000 have been invested in 
abattoirs and meat-packing plants in the South, exclu- 
sive of local slaughter-houses and minor packing estab- 
lishments, while about $8,000,000 of the packer’s capital 
have been invested in the manufacture of fertilizer. 
This is but a small proportion of the millions engaged 
in the Southern fertilizer industry in which cottonseed 
plays such an important part. 

That southward movement is but a part of the general 
tendency of manufacturing capital to get as close as pos- 
sible to the sources of raw material, exemplified most 
notably, in a cotton mill built by New England manu- 
facturers in the cotton field of Alabama, using as fuel 
coal from a vein which was struck in digging the 
foundations of the mill. 

The southward movement has been hastened by the 
exhaustion of raw material in other parts of the country. 
In part, that is why the capital invested in lumbering 
in the South increased between 1880 and 1900 from 
$23,546,076 to $181,702,526, the latter sum being half a 
million dollars greater than the total capital invested in 
lumbering in the whole country in 1880. That is why 
the value of the lumbering products in the South in- 
creased in the twenty years from $39,930,432 to $188,- 
114,524. It is regrettable that the South has not been 
free from the wasteful methods in handling its timber 
that have desolated vast regions elsewhere. The results 
of such methods appear in the apprehension that the 
time may not be far distant when the South’s import- 
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ance in the naval stores trade shall have waned. In 
1900 the capital invested in the turpentine industry pro- 
ducing resin, spirits of turpentine and rosin was $11,- 
847,495, employing about 42,000 persons and producing 
to the value of $20,344,888. About that time Dr. 
Charles H. Herty, a professor at the University of 
Georgia, began to study the methods of the workers 
among the long leaf pines, and his investigations, re-in- 
forced and expanded under the auspices of the national 
Bureau of Forestry, are bringing about a modification for 
the better in turpentining. He found that boxing the 
trees not only speeded their end, but did not secure all 
the possible product. He introduced a system of cups 
and gutters which in the first year of its trial resulted 
in an increase of 23 per cent in the product for a given 
number of trees. This increase, according toa recent 
statement of the bureau, has been raised to 36 per cent. 
In two years the number of cups in use has increased 
from 20,000 to 3,000,000, and the readiness of the opera- 
tors to accept the new system is indicated by the fact 
that a pottery company that planned to supply them 
with the earthen cups has been unable to fill its orders 
as fast as they have been received and has been obliged 
to decline orders for more than 2,000,000 cups. 

The supply of turpentine seems likely to be main- 
tained for some years by the chemical treatment of dried 
pine knots, stumps, and the waste of cut-over timber lands, 
through what is known as the destructive distillation 
process. This was attempted as early as thirty odd 
years ago, but unsuccessfully. Interest in it has revived 
with the growing demand for turpentine and with the 
recent perfecting of apparatus. It is claimed that at 
one of the eleven plants using this special apparatus, ten 
cords of ordinary pine yielded in 36 hours distillation 
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960 gallons, which by separation gave 260 gallons of 
turpentine, 200 gallons of creosote, 100 gallons of oil of 
tar and 300 gallons of tar with about 100 gallons of acid 
waste. From ten cords of rich fat pine the average 
yield in the same time was 1,337 gallons of crude dis- 
tillates, from which were derived 352 gallons of turpen- 
tine, 250 gallons of creosote, 150 gallons of oil of tar 
and 400 gallons of tar with 185 gallons of acid waste. 
Men who have studied this question are convinced that 
conducted upon a scientific and business basis, the pro- 
cess will yield rich results. Certain it is that pine 
stumps have risen in value and plants are in course of 
erection in different parts of the South. 

Already, too, men are seriously discussing the feasi- 
bility of combining sawdust and cement, or some other 
binder, in the manufacture of fence posts. We have 
read newspapers printed in Texas upon the fabric of 
pine shavings, and this response to the search for ma- 
terial for paper points also to rice straw, while the re- 
ported lack of success from the economic standpoint in 
the use of bagasse, the waste of the sugar-cane, has not 
deterred other enterprise in that direction, for within 
the past few weeks, it has been announced that Boston 
capital will establish near New Orleans a mill to reduce 
bagasse to pulp to be used in the manufacture of paper 
board. 

Coincident with these efforts to make the waste of 
lumbering available in industry, there has been a decided 
movement in the South for scientific forestry in codp- 
eration with the Bureau of the Agricultural Department 
or on independent lines. In the plan for a great forest 
reserve in the southern Appalachians, which has a 
national support, an impetus has been given to the de- 
velopment of another natural resource of the South, its 
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water powers. In the early days, the water powers of 
the South, free all the year round, were held to be one 
of its chief advantages in manufacturing. Some of them 
were used locally, and the canal idea for the transporta- 
tion of such power was developed on a modest scale. But 
hundreds of thousands of horse power continued to be 
lost for fifty years, and only recently has an adequate at- 
tempt been made to capture the rivers for direct or indi- 
rect use in manufacturing. Now, considerable progress 
has been made with the James at Richmond, with the 
Roanoke at Roanoke Rapids, with the Chattahoochee at 
Columbus and Atlanta, with the Savannah at Augusta, 
with the Tallapoosa at Tallassee Falls, including a sys- 
tem of transmission to Montgomery and at other points, 
while plans for the development of the Appomattox in 
Virginia, of the Catawba in North Carolina, of the Ohio 
at Louisville, of the Tennessee at Chattanooga, of the 
Black Warrior and its tributaries in Alabama, of the 
Yadkin in North Carolina, of the Colorado in Texas, 
and of other streams, are already being carried out or are 
being seriously considered. 

Did time permit, one might give more than mention 
to the possibilities in the re-claimation of swamps, over- 
flowed alluvial lands, and stretches of prairie. <A 
thought of what has already been accomplished in rice- 
growing under modern methods in southwest Louisiana 
and southeastern Texas, and of the 30,000 square miles 
of the richest soil in the world in Arkansas, Mississippi 
and Louisiana which will be brought under cultivation 
by the proper improvement of the Mississippi River and 
its tributaries, will indicate Southern potentialities in 
this field. 

Most of the projects for the utilization of Southern 
wastes are under way ; others are still to be undertaken. 
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Preliminary to the realization of such aims must be the 
utilization of what is, perhaps, the greatest waste in the 
South, the waste of human energy through neglect or 
through mis-direction. As we survey the past twenty 
years against the somber background of the twenty years 
earlier forbidding aught save hope, we are justified in 
congratulating ourselves upon the recent material pro- 
gress of the South. The advance between 1880 and 1900 
in the value of farm properties from $2,290,364,321 to 
$3,951,631,632, and of farm products from $660,131,452 
to $1,271,654,273; in the amount of capital invested in 
manufacturing from $257,244,561 to $1,153,202,368; 
in the value of manufactured products from $457,454,- 
777 to $1,463,643,177; in railroad mileage from 20,612 
to 52,594; and in the value of exports from Southern 
ports from $261,214,904 to $464,316,943, could hardly 
have been paralleled by any other country situated as 
was the South in 1880. 

With but 27 per cent of the land area of the country 
and with its population increasing during twenty years 
44 per cent, while that of the rest of the country aug- 
mented by immigration increased 55 per cent, the 
South’s investment in agriculture increased 72 per cent, 
while that in the rest of the country increased 65 per 
cent; the South’s capital in manufacturing increased 
348 per cent, while in the rest of the country it in- 
creased 242 per cent; the value of the products of 
Southern factories increased 219 per cent against an in- 
crease of 135 per cent in the rest of the country, and to- 
day, while sending through its ports 35 per cent of the 
exports of the country, the South is producing about 40 
per cent of the total exports. There is the record of 
accomplishment and of wonderful accomplishment if the 
matter of percentage of increase is alone considered. 
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But there is another way of looking at the subject. A 
hint is given in the fact that though the value of farm 
properties in the South increased at a greater rate than 
in the rest of the country, the contrary was true for the 
value of farm products. Asa matter of fact, in certain 
particulars, such as the production of grain and the 
raising of live stock, the South is not as well off agri- 
culturally as it was in 1860, in spite of the increase in 
population. In certain of the older States the per capita 
production of grain is less. While the actual number of 
neat cattle is greater, the 15,000,000 owned by the 
South in 1900 are a smaller proportion of the 50,000,000 
in the country than were the 8,500,000 in the South of 
the 17,000,000 in the whole country in 1860. More- 
over, their number was actually smaller in 1900 than in 
1860 in half a dozen of the States, while in the forty 
years there was a decrease in the whole South of more 
than 1,000,000 in the number of sheep and of more than 
950,000 in the number of swine. Again, while the 
South is pre-eminently, as it long has been, the producer 
of the cotton, the sugar-cane, the rice and the bulk of 
the tobacco and sweet potatoes of the country, it raised 
in 1899 but 28 per cent of the corn of the country as 
against 44 per cent in 1860, and but 12 per cent of the 
wheat as against 26 per cent in 1860. In spite of its 
unexcelled advantages of climate and soil it raised, how- 
ever, in 1899 but 21 per cent of the small fruits of the 
country, 18 per cent of orchard fruits, 17 per cent of the 
hay and forage, 11 per cent of Irish potatoes, and 7 per 
cent of the oats. In the census year the number of per- 
sons engaged in agriculture in the South was 5,127,035, 
and they produced $248 per capita. In the rest of the 
country the 5,254,730 persons engaged in agriculture 
produced $655 per capita. The showing in manufact- 
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uring is somewhat better for the South than in agri- 
culture, notwithstanding the fact that the South has so 
long been regarded as a distinctively agricultural section. 
For, while the 4,529,120 wage earners in industry in the 
rest of the country were occupied in production to the 
value of $11,546,393,337, Or $2,549 per capita, the 785,- 
419 Southern wage earners were concerned in production 
to the value of $1,463,643,177, or $1,863 per capita. 

In making these comparisons it must be remembered, 
of course, that persons engaged in agriculture include the 
employing class as well as the employed, while in manu- 
facturing, only those employed at wages are included. 
In agriculture the class corresponding to the wage earn- 
ers in manufacturing represents but about 42 per cent 
of all engaged in agriculture, while the wage earners 
represent about go per cent of all engaged in manufac- 
ing. It should be noted, too, that much of the manu- 
factured production of the South is the result of what 
may be called the primary movements in industry, such 
as lumber, cotton yarn, pig iron and crude petroleum, 
representing, perhaps, a greater weight, but a smaller 
price than the results of second and third and fourth 
handling of this material in other parts of the country. 
A thought of the difference between the value of a pig 
of iron at Birmingham, Ala., and its value at Waltham, 
Mass., after it has been converted into steel watch 
springs, will convey an idea of the difference, broadly 
speaking, between manufacturing in the South and 
in the rest of the country. But even in this respect 
a change is underway in the South. Fine cotton 
goods are made there, as well as yarn, and the tend- 
ency is very rapidly toward diversification and the 


making of finer goods. High Point, N. C., is a vigorous 
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rival in furniture-making of Grand Rapids,Mich. Around 
the furnaces of northern Alabama have grown pipe works, 
car works, steel, wire and rail mills. On the Texas coast 
where oil was discovered only three years ago, millions 
of barrels are being refined for shipment coastwise and 
to foreign ports. 

Still, all that should be done is not done, either in ag- 
riculture or in manufacturing. That is not because the 
South is not fully at work. The increase in the assessed 
value of property there between 1880 and rgoo from $3,- 
051,175,098 to $5,457,553,031 and between 1900 and 
1902 to $5,916,960,712, or at the rate of nearly $230,- 
000,000 a year, is a fair indication of energy, even allow- 
ing for changes in assessment schedules. There is an- 
other even more significant fact. There are more per- 
sons in proportion to the population engaged in gainful 
occupations in the South than in the rest of the country. 
But the females constituting 16 per cent of the persons 
engaged in agriculture in the South, including, of course, 
the large number of female negroes in the fields, are a 
mark of the comparative backwardness of farming there 
not to be overcome by natural advantages. Women con- 
stituting 25 per cent of the persons in mechanical pur- 
suits in the rest of the country, mark of the highest de- 
velopment of the age of machinery with its effectiveness 
in production. The contrast is the broad distinction 
between industrial conditions in the South and in the 
rest of the country. 

It is the immediate explanation of the fact, modified 
though it may be by the enormous contributions of 
Southern agriculture and manufacturing to the com- 
merce and the industry of the rest of the country, that 
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the South is not making as much of its opportunities 
for wealth production as is the rest of the country. 

The opportunities are here, but neither are there a 
sufficient number of persons to develop them, nor are 
the number available sufficiently qualified to develop 
them completely. The lumber camp, the oil mill, the 
mine, the furnace, and railroad construction attract the 
negro males from the plantation and the farm. Wher- 
ever the heavy work of Southern industry is under way, 
there will be observed a tendency of negro males to out- 
number the females. The cotton mills in the older 
states attract the whites from the small cotton farms, 
the movement being checked now and then by high 
prices for the staple. Thus there is a halting of growth 
in one direction with an undue acceleration in another. 
In some respects the South may be regarded as burning 
its garments to keep itself warm, and that too, under the 
most strenuous economic compulsion. 

For the primary remedy the South needs inhabitants. 
In its 807,045 square miles there are but 23,548,401 per- 
sons, or 29.1 to the square mile. What this average 
really means appears from the fact that the density of 
Ohio is 102, of Indiana 70, and of Illinois 86. The 
South must let it be known that it has abundant offer- 
ings for the farmer and equally abundant places for the 
worker in other industries. With all its progress it is 
still very, very far behind such a section as New Eng- 
land, with go persons to the square mile, largely de- 
pendent directly or indirectly upon products of the 
South for the means to exercise their talents as wealth 
producers. 

With increased population and better means of com- 
munication and greater wealth flowing from that in- 





The Utilization of Southern Wastes 175 


crease, the South will be in a better position to provide 
the means for the proper education of its workers, and 
in the elaboration of the plans already mapped in the 
broadest sort of way will, in wisdom born of experience, 
evolve a readjustment of its labor system, permitting 
the individual to advance with the least waste of energy 
and of time upon lines most productive for the com- 


munity. 











THE RELATIONS BETWEEN RENT AND 
INTEREST’ 


FRANK A. FETTER 


PART I. NEGATIVE CRITICISM OF THE CONVENTIONAL 
RENT AND INTEREST CONCEPTS 


1. Logical clearness and practical needs call for a re- 
examination and restatement of the economic concepts 
of rent and interest. P 

This proposition expresses the thought of many con- 
temporary economic students. The thought is reflected 
in the recent remarkable revival of interest in this phase 


' The argument in this paper, forced into excessive brevity at many 
points, should be interpreted in connection with other essays by 
the writer, published from time to time in the past three years. Ar- 
ranged, as nearly as their special nature permits, in a logical series, 
they are as follows : 

1. The next decade of economic theory, Publ. of Amer. Econ. Asso., 
3d ser., vol. 2, no. I, p. 236-246, (read Dec. 29, 1900). Points out the 
relative and temporary nature of the old concepts of rent and of capi- 
tal, and suggests the general direction that may be taken in their re- 
statement. 

2. The passing of the old rent concept, Quar. Jour. Econ., vol. 15, 
pp. 416-455, (May, 1901). A detailed criticism, purely negative, of 
Marshall’s doctrine of quasi-rent, as typical of the prevailing unset- 
tled condition of thought on this subject. 

3. Recent discussion of the capital concept, Quar. Jour. Econ., vol. 
15, pp. 1-48, (Nov., 1900). A review of the contributions of Clark, 
Irving Fisher and BOhm-Bawerk to this subject, criticising especially 
the last named in his distinction between social and individual capi- 
tal, between consumption and production goods, between natural 
and produced agents ; concluding with a positive statement of a con- 
cept of capital, as distinguished from wealth. 

4. The ‘‘roundabout process’’ in the interest theory, Quar. Jour. 
Econ., vol. 17, pp. 163-180, (Nov. 1902). A criticism of B6hm-Bawerk’s 
‘* Positive theory,’? showing that his retention of a defective capital 
concept is the cause of his retaining (inconsistently) a productivity 
theory of interest ; concluding with a suggestion of the true relation 
of productivity to a theory of interest. The present paper unites, and 
develops somewhat, the various arguments in this series of articles. 
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of economic theory. The truth of the proposition is, 
however, not recognized by all. Some look upon the 
Ricardian doctrine of rent as an eternal verity, and deem 
the agitators of new economic concepts to be the perni- 
cious disturhers of theoretical calm. Some economists 
cling to the traditional views as some theologians cling 
to out-grown creeds, oppressed with the thought that if 
the ancient faith gives way nothing can take its place. 
With rock-ribbed conservatism argument is vain, but 
such an attitude has one considerable justification: the 
recent rent controversy has been almost entirely of a 
negative character. The period of destructive criticism 
has elapsed; but erroneous concepts will not be dis- 
carded until positive and practically applicable ones are 
put in their places. 

2. The generally accepted definitions of rent and of in- 
terest are imperfect in that they mark only a small por- 
tion of the boundaries of the concepts actually employed. 

Criticism of definitions should not be unreasonably ex- 
acting. It is sufficient that the definition state the es- 
sential characteristic of the concept, for it is impossible 
to include in a sentence all the logical and practical de- 
velopments of the central thought. It is no vital fault 
that the statements that rent is income from natural 
agents, and that interest is the income from products 
used in production, do not tell everything about rent and 
interest. But the prevailing belief is that all“of the es- 
sential contrasts of rent and interest so much dwelt upon 
for a century past, result from the one defined and simple 
difference as to the kind of goods yielding the income. 
In fact, however, the concepts of rent and interest are 
not developed along parallel lines, other most funda- 
mental terms being unconsciously introduced into them. 
The prevailing concepts of rent and interest, therefore, 
have an exceedingly complex character, and what is 
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worse for clear thinking, this complexity is concealed be- 
neath a simple form. 

The two propositions above state the negative portion 
of the thesis to be here maintained. Part I of this pa- 
per, given to negative criticism, is continued in proposi- 
tions 3 a, b, 4, § a, b, c, and summarized in 6, these to- 
gether forming a demonstration that the conventional 
rent concept contains several conflicting thoughts. Part 
II, consisting of propositions 7 a, b, and 8 is an exami- 
nation of two possible but inexpedient ways of making 
the rent and interest concepts formally consistent, by de- 
veloping propositions 3 and 4. Part III, the positive so- 
lution, points out in propositions 9 a, b, c, the logical and 
practical line of distinction to be found in propositions 
5 a, b, c, when they are consistently developed, and con- 
cludes in 10 and 11 with the outline of a new theory of 


distribution. 
3a. Since the beginning of modern economic theory, 


rent and interest have been defined by social marks ;. rent 
has been said to be the income of land owners, interest 
that of merchants, manufacturers and city men of 
wealth. 

This distinction deserves mention, when the most re- 
cent and one of the keenest critics in this field expresses 
himself as follows: ‘It is a commonplace of historical 
economics that land was first given the rank of a factor 
in production codrdinate with labor and capital for the 
simple reason that in England, the home of classical 
political economy, the landlords formed a social class 
distinct from the capitalists and laborers.”’ Adolph 


'A. S. Johnson, Rent in modern economic theory, p. 19, Publ. Amer. 
Econ. Asso., 3d ser., vol. 3, no. 4. Probably most students would not 
consider this explanation a commonplace and would even deny that it 
truly states the principal cause of the distinction in question. The au- 
thor quoted makes it the main thesis of his book that the difference be- 
tween land rent and interest, though thus originally observed as 
a merely transitory historical fact, remains of permanent significance. 
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Held, probably the first to suggest this origin, states 
quite dogmatically, without discussion, that ‘the social 
classification appeared so sharply in England that Adam 
Smith accepted it without question, and accordingly 
distinguished the kinds of incomes without inquiring how 
far property in land and capital belong together.’ 
However it originated, this thought of rent as a personal 
income of the members of a social class, persists to-day, 
as may be seen in many representative definitions.” The 
conscious distinguishing of the conceptions of economic 
and contract incomes is a recent phase of thought, as yet 
but slightly reflected in the formal definitions. Owner- 
ship, though frequently thus included in the definition, has 
not played an essential part in economic discussion be- 
cause, as used, the definition became a mere truism. Goods 
and incomes were not classified according as they be- 
longed to members of different social classes, but, on the 
contrary, social classes were distinguished according as 
they were receiving incomes from particular kinds of 
goods. The income of the landlord as a person was 
made up of the yield from such varied agents that 
to the personal mark (membership in the land-hold- 
ing class), necessarily was added at once an impersonal 
mark (the kinds of agents yielding the income.) A man 
was considered to be a landlord if his most important 
income came from land. As the thought of rent as land- 
lord’s income and as income from land never have been 
very sharply distinguished, we may designate this second 
phase of the thought as 3b. 

3b. Rent, in the conventional treatment, was there- 


1 Zwei Biicher zur socialan Geschichte England’s, p. 160. 

2 Note for example, Ricardo, 1817: ‘‘that portion of the produce of 
the earth, which is paid to the landlord’’, etc. ; F. A. Walker, 1887 : 
‘*the remuneration received by the landowning class’’, etc.; Marshall, 
1890 : ‘‘the income derived from the ownership of land,’’ etc.; Bul- 
lock, 1897 : ‘‘ the return that is secured by the owner’’, etc. 
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fore said to be the income derived from natural agents, 
and interest that from produced, or artificial agents. 

When this is made, as it was, the central thought of 
rent, that part of the income of landlords that is derived 
from improvements is excluded and is declared to be in- 
terest. A minor fallacy then appears in that rent is 
either landlord’s income or income from land, as is most 
convenient to the immediate purpose of the writer. The 
principal thought in rent remains, however, that of in- 
come from the use of natural agents. The grave diffi- 
culties in the application of this thought will be later 
criticised (In 7b). Other ideas now to be noted were, 
however, from the first, associated with the original 
thought. 

4. The characterization of rent as that income from 
material agents which does not enter into cost of pro- 
duction, and of interest as the income which does so enter, 
was a shifting of the central thought of the concept ; 
what was, at first, thought to be a merely incidental pe- 
culiarity of land rent, became its essential feature, and 
then the center of a more general concept of rent. 

If this idea did not originate with Malthus and Ricardo, 
it was emphasized strongly in their criticisms of Smith 
as the main peculiarity of land rent. The supposed 
peculiarity of the relation of land rent to price rested 
on fallacious reasoning, due to the unconscious in- 
troduction of new conditions into the concept.’ The 
gradual displacement of the earlier conception of rent 
as income from land, by the no-cost-of-production con- 
cept, is one of the interesting chapters in the history 
of economic theory. First, the no-cost camel thrust 
only its nose into the tent, then it crowded out entirely 
the former occupant. To-day the no-cost concept is in 
large degree dominant, although the old definitions, the 


*This question is dealt with more fully in ‘‘ The passing of the old 
rent concept ’’, especially pp. 432-452. 
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old arguments, and many inconsistent conclusions of the 
older treatment remain. Marshall's treatment of rent 
and quasi-rents shows the orthodox order of distributive 
theory dissolved into chaos by illogically conserving the 
older thought while developing a newerone. The quasi- 
rent doctrine, however, takes a long step in the right di- 
rection, for it recognizes the likeness of the yield of land 
and of other concrete goods. 

What is most pertinent to the present purpose is that 
this thought of rent, as usually developed, is in its 
nature a compromise. The old idea and the new are en- 
tertained, together. The same old formal definition is 
retained; the newer distinction, brought in to modify 
and explain, only complicates and confuses the rent con- 
cept. Certainly none of the contemporary supporters of 
this view have as yet framed a definition that is more 
than temporizing. But even if a choice were made be- 
tween these two essentially different concepts of rent 
(and of interest) ambiguity would not be banished, for 
in all the older discussion of rent and interest another 
distinction has been assumed whose significance usually 
has been quite unsuspected, but which in fact contains 
the key to the problem. 

sa. An essentially different distinction between rent 
and interest is tacitly introduced into the discussion 
when the amount of the bearer, or source, of rent is ex- 
pressed in physical terms as to quantity and quality, 
while the bearer, or source, of interest is expressed in the 
general value unit as a principal sum. 

That this distinction is made a part of the conven- 
tional concepts will be recognized by all students of 
economic theory. Equally evident is it when once at- 
tention is called to the fact, that this is done without 
recognizing the changed point of view thus taken toward 
the two kinds of goods. The Columbus of economic 
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theory who stood this egg on end is Professor John B. 
Clark. All the standard texts declare, in discussing in- 
terest, that capital consists of concrete goods, and is 
neither mere money nor mere abstraction, yet at the 
same time they speak of capital as of uniform quality 
and as yielding a uniform rate of income. This is said 
to contrast capital strikingly with land, which is meas- 
ured by the acre, and differs from unit to unit. Profes- 
sor Clark, in his brilliant criticism of this confused 
thought, has vividly pictured the varying grades of 
“capital goods” as he calls them, and has shown that 
artificial agents can be viewed in concrete form and ex- 
pressed in physical terms in the same way as natural agents 
usually are. Most students, therefore, are ready to rec- 
ognize the truth of a statement that would have been 
startling some years ago: the contrasts supposed to 
reside in the objective differences between natural agents 
and capital are but subjective differences due to the points 
of view taken by the thinker when he chooses to express 
the quantity of goods in different modes. 

These differing modes of expressing the bearers of the 
two incomes involve corresponding differences in the con- 
ceptions of their maintenance and of their income. As 
these conceptions are but phenomenal forms of the 
thought expressed in 5a, the statement of them will be 
numbered 5 b and 5 c. 

5b. In estimating its net income, the bearer of rent is 
thought of as materially unimpaired by use, being pre- 
served in identical form or in kind; the bearer of interest 
is thought of as maintained of undiminished value, ex- 
pressed in terms of some conventional standard. 

This is a contrast in point of view that is entirely unre- 
lated with the contrast presented in the formal definition, 
and confusion results. The taking of different points of 
view is allowable ; indeed, it is necessary if all aspects of 
any subject are to be considered. The inconsistency is 
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in unconsciously shifting the point of view and believing 
that the differing natures of the objects were the cause 
of the differences observed. Two similar houses viewed, 
the one from the front and the other from the rear, appear 
to be very differently planned. The one blind man who 
got his idea of the elephant by touching the tusk is said 
to have argued long with the other who had caught hold 
of the animal's tail. Debates as hopeless as this, result 
from the shifting of the concepts here under discussion. 
A side light on the theoretical analysis above may be 
given by a brief suggestion of the historical conditions 
in which the distinction took its rise. The rent contract, 
almost universally employed in the Middle Ages in trans- 
ferring the temporary control of wealth, involves a legal 
fiction. Land, houses, cattle, whose use is delegated to 
the tenant, must, according to the terms of the contract 
usual in such cases, be returned in the same condition as 
when borrowed. The performance of this contract is 
literally and physically impossible; but by means of 
agreements as to repairs and replacements, the agents 
can be restored in equally good condition. Every rent 
contract for the use of agricultural land is in its terms a 
disproof of the idea that rent is paid alone for the 
original and indestructible qualities of the soil; yet the 
fiction of a perpetual rent-bearer deceived Ricardo and 
has continued to deceive. The interest contract came 
into use much later, as a money economy arose; hence, 
its employment was confined, until the last century, al- 
most entirely to money loans and to the transfer of city 
wealth. This chance historical parallelism between land, 
rent, country and landlord on the one hand, and ma- 
chines, interest, city and merchant on the other, explains 
many of the fallacies that beset economic thought in the 
first conscious attempts to analyze value.’ The rent con- 


{%' This thought was stated with a somewhat different emphasis in 
“The next decade of economic theory,’’ pp. 243-244. 
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tract and the interest contract are not in any essential 
way connected with land and produced agents respec- 
tively, and the chance use of them for transferring cer- 
tain kinds of goods has within the last century become 
less and less common. The contrasting form of contract 
in rent and interest (and a corresponding contrast in the 
mode of estimating the income bearer in economic rent 
and interest) was introduced into the older concepts 
alongside of the formally recognized characters, making 
the concepts complex and contradictory. 

5c. Contract rent (corresponding with the thoughts in 
5a and 5b) is treated by all writers as an absolute amount, 
not as a percentage of the income bearer ; contract inter- 
est is treated as a percentage of a principal sum. A 
similar distinction is made in the case of economic rent 
and economic interest at certain moments. 

The conception of economic income being more subtle 
than that of contractual income, is less easily grasped. 


Contractual income is personal, economic income is im- 
personal. While it was contractual rent that drew the 
attention of the earlier economic students, it is economic 
rent (using the term in a broader sense than mere land 
rent) that constitutes the real problem in economic 


theory. 

Here also a word of economic history throws light on 
the origin and occasion of this distinction as applied to 
the contractual incomes. The theorists of 125 years ago 
found contract rent in extensive practical use. While 
mainly used in reference to the income of land, the word 
rent was taken in a much more general sense both in 
English and in the continental languages. Houses and 
machines were then rented as pianos and automobiles 
are now. At first the income from land was specifically 
distinguished as “land rent,” but Ricardo’s authority spe- 
cialized the term “ rent’’ in English economic theory, and, 
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ever since, economists have struggled in vain to establish 
their word usage in the place of that sanctioned by many 
centuries. A part of every conventional discussion of 
rent is given to explaining that “in the economic sense ”’ 
it means only the income from land considered apart 
from improvements. 

The renting contract doubtless was the exclusive mode 
by which the temporary use of wealth was given and 
acquired in primitive communities. It certainly con- 
tinued throughout the feudal period to be all but uni- 
versal in the rural economies. The interest contract was 
an impossibility until the rise of a money economy. 
Money came into use first in the cities, and there also 
was felt most strongly the inconvenience of the renting 
contract. The ventures of the merchant at home and 
abroad required goods so various in quantity and quality, 
so difficult to measure exactly except in terms of value, 
that the borrowing of them was hardly possible except 
in the form first of general purchasing power, that is, 
under the interest contract. And it is so to-day. The 
differing practice was due to business convenience, not 
to an essential difference in the economic nature of the 
goods, and while in fact machines can be and are “ rent- 
ed,” land and other natural agents are often tempora- 
rily acquired nowadays under the interest contract. As 
contractual incomes both rent and interest are found alter- 
nating in practice, and just because the contracts are so 
different in outer form, the incomes appear to have in 
many ways essentially different characters. 

6. There are thus included in the generally accepted 
concepts of rent, without formal recognition, three essen- 
tially different and often conflicting thoughts: 

(a) It is the income of a special social class, marked 
by the ownership of a special class of physical agents 
(the characteristics being somewhat shifting). 
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(b) It is any income having a special relation to price, 
namely, that “ it does not enter into the cost of produc- 
tion ”’. 

(c) It is an income that is yielded by wealth measured 
physically and that is expressed as an absolute sum. 

In each case rent is in contrast with interest which is 
(a) received by a different social class, and from a differ- 
ent class of agents, or (b) has a supposedly different re- 
lation to the value of products, or (c) is estimated as a 
percentage of a principal sum or value of wealth.’ 

If the incomes from wealth are to be grouped logically 
and classified practically as rent and interest, the three 
foregoing tests must be applied to each income as it ap- 
pears. It is assumed in the conventional treatment that 
these tests give consistent results. Unless, however, the 
three tests are logically related, it is incredible that the 
results of their application should coincide in more than 
a small number of cases. Indeed, every contradiction 
that is possible by combining these independent tests 
occurs at déne time or another in the conventional treat- 
ment of rent. The entire collapse of the old rent doc- 
trine has been prevented only by failure to apply the 
tests to all cases and in full measure. The thought is 
shifted as convenience suggests. Starting with the for- 
mal definition framed about the first thought, the treat- 
ment shifts to the second or third. Such a method can- 
not be defended as a legitimate employment of a con- 
tinuity concept. Continuity does not justify the cross- 
logic of a three-fold or four-fold principle of classifica- 
tion. There is no continuity in the jump from natural 


agents to consumer’s rent, or from landlord’s income to 


the contract to restore in kind. 


1 Still other distinctions find partial recognition in current econom- 
ics. See ‘‘ The passing of the old rent concept ’’, 423-431, for a dis- 
cussion of space extension and of time in this connection. 
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In concluding the merely negative part of this paper 
it should be reiterated that propositions 3, 4 and 5, sum- 
marized in 6, are to be interpreted collectively. In the fore- 
going argument it has not been maintained that any one 
of the three principal thoughts contained in these three 
propositions cannot be made formally logical if it is devel- 
oped by itself consistently. It is, however, maintained here 
that when these several thoughts are employed together 
without a recognition of the resulting complexity, fallaci- 
ous contrasts and conclusions result. Differences between 
rent and interest, that are assumed to arise out of the 
nature of the two classes of agents, are but the reflection 
of the changing subjective attitudes of the theorists. 

In Part II is to be considered the logical character of 
the concepts resulting from a consistent development of 
each of the first two thoughts here recognized. 


PARTII. EXCLUSION OF TWO POSSIBLE FORMAL SOLU- 
TIONS OF THE INCONSISTENCIES 


7a. Formal consistency might be gained if the distinc- 
tion between rent and interest were made to turn on the 
difference in the social classes that receive the incomes ; 
but this is almost purposeless in economic theory. 

A merely formal concept of rent might be framed 
about the thought of a social class. Rent might be de- 
fined as the income of wealthy men or of those moving 
in the best society. English conditions naturally sug- 
gested to the thinkers of a century ago the contrast of 
agricultural land holders and city men of wealth. But it 
is safe to say that no such social classification ever has 
been or ever could be presented that is either exact or 
significant enough to serve in the analysis of value. The 
economic theory of value is essentially an attempt to ex- 
plain impersonally the origin and degree of importance of 
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goods. The social class concept of rent thus involves a 
distinction not primarily economic, and one that is in- 
capable of even a moderate degree of exactness in prac- 
tical application. When, moreover, membership in a 
social class is tested by ownership of a particular kind of 
agent, the social aspect of the concept almost disappears. 
The connection of the thought of land rent and landlords 
as a class could continue only in the peculiar social con- 
ditions of England, and then it corresponded only in a 
broad, not in an exact way, with realities. 

7b. Formal consistency is possible if the distinction 
between rent and interest be made to turn so/e/y on the 
difference in the classes of physical agents that yield 
them ; but this distinction is quite incapable of practical 
application. 

The only classification of wealth that ever has been 
suggested for this purpose is that into natural and arti- 
ficial, or unproduced and produced agents, or land and 
“capital.” Such a classification may be required to 
meet twotests. It is expedient only if the two classes of 
agents can be practically distinguished by marks or evi- 
dences that can be taken account of in the practical 
world ; it is logical only if it is consistently applied. 

Land in an unimproved state is rare if not unknown in 
modern societies. As nearly every concrete thing is a 
bit of natural material adapted artificially to some degree 
to man’s use, everything according to this conception 
should have in it elements of capital and interest, and 
elements of land and rent. No practicable method of de- 
ciding whether a thing is land or capital ever has been 
suggested, much less applied." When one considers the 
nature of the case, it appears impossible even to conceive 
of such a test. 


! The ablest attempt to face this difficulty formally, that of Bohm- 
Bawerk, in his ‘‘ Positive theory,’’ pp. 55-56, is quite unsuccessful. 
A criticism of his argument is given in ‘‘ Recent discussion of the 
capital concept,” pp. 30-39. 
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Therefore economic theory, unable to make the di- 
vision between land and capital along a concrete and 
objective line, has been led to make it along an abstract 
line. Rent was said to be the income from land “ con- 
sidered as-unimproved,” or “considered apart from im- 
provements ;”’ while interest was that part of the income 
of land that was to be considered as due to improve- 
ments or to produced agents. Ricardo put it that rent 
is paid to the landlord for the use “ of the original and 
indestructible qualities of the soil.’’ Few writers that 
have accepted the Ricardian definition, have failed to 
apologize for the evident error in the phrase. Ricardo 
apparently meant, not that all qualities were indestructi- 
ble, but that they might be spoken of as undestroyed, if 
annually repaired. Indeed it would be difficult to find 
a writer that does not, both in theoretical and practical 
problems, give up the impossible task of distinguishing 
all the value due to improvements on land. It is so 
much easier to wave the difficulty aside by “ incorpor- 
ating” or “merging” the improvements into the land. It 
has not been recognized that the original thought has 
thus been departed from, that the practical difficulty has 
been slurred over, and that a metaphysical division has 
been substituted for a concrete classification. The 
designating of an improved field as land or natural 
agents, and of an improved piece of iron as capital, be- 
comes a purely arbitrary matter. The test is not found 
in immobility. Are the Suez Canal, the Hoosac Tunnel, 
the ploughed field, land or capital? A touch of human 
labor is at one time believed to convert the entire ma- 
terial into capital, a larger amount of labor at another 
time is declared merely to incorporate itself with the 
land and become indistinguishable from it." The notion 


1 This idea as held by BOhm-Bawerk is more fully criticised in ‘‘ Re- 
cent discussion of the capital concept ’’, p. 37. 
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that it is a simple matter to distinguish between the 
yield of natural agents and that of improvements is fan- 
ciful and confusing, is responsible for many errors, in- 
cluding the cruder part of the single tax doctrine. 
The distinction doubtless more nearly approaches busi- 
ness realities in the case of city building sites than in 
that of agricultural land. It must, however, be main- 
tained that the objective classification of land and capital 
as natural and artificial agents is a task that always must 
transcend human power of discrimination. 

The vagueness of the line between natural agents and 
capital is increased by the fact that money and artifical 
agents measured as “ capital’’ can be and are so often 
invested in land. Where land becomes a commonly 
marketed form of wealth, the classification of rent and 
interest according to the social class of owners becomes 
meaningless, and the classification accorded to kind of 
agents grows quite out of harmony with business usage. 
An attempt to meet the difficulty is seen in the more 
recent contrast between capital from the individual 
and capital from the social point of view, which is an 
abandonment of the distinction according to the class of 
agents in most of its possible applications. This compli- 
cates instead of solving the difficulty, which must be 
logically met.’ 

» 8. Formal consistency may be gained if the distinction 
between rent and interest is made to turn on their sup- 
posed relation to cost of production. 

It is always a scientific service to carry to its extreme 
possibilities any abstract distinction, for thus only can 
be made apparent its merits and defects. In the gradual 
enlargement of the no-cost-of-production notion of land 
rent (noted in proposition 4) until it becomes the essen- 

1 The ‘‘land concept of rent” in the somewhat complex form as held 
by Marshall, is criticised in ‘‘ The passing of the old rent concept”’, 
pp. 418-423. 
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tial thought in the rent concept, the view of Mr. John 
A. Hobson represents nearly this ultimate development.' 
Moved by the desire to find a basis in the theory of rent 
for a juster system of distribution and of taxation, he re- 
examines the problem and arrives at the conclusion that 
“the law of rent, in its extreme application, is valid for 
each factor.”” A fund is required as well to keep land and 
labor, as to keep capital in repair, above which sum, he 
thinks, the differential expenses of production ‘“‘ whether 
they be rent, interest, or wages, will not enter into 
the market price of the supply.’’ While he thus nar- 
rows the conception of rent in some ways, he widens 
it greatly in others. He retains, though after modifica- 
tion, the notion of a no-cost-factor, and broadens it 
greatly. He stops just short of rejecting the whole dis- 
tinction between land and capital as unproduced and 
produced agents. Asa result of this and other recent 
criticisms, a doctrine of general rent, or of quasi-rent, 
is the dominant idea regarding rent to-day in many 
minds.’ As a negative criticism Hobson’s essay has the 
highest merits, demonstrating, as it does, how illusive are 
many of the supposed peculiarities of the various incomes 
in the older treatment of distribution. His idea of cost 
and “no-cost ”’ factors is moreover closely in touch with 
realities, for cost in ,his discussion is a very concrete 
thing, representing the repair and replacement fund 
needed for each factor. Moreover, there is for the 
theory of social legislation much suggestiveness in the 
idea of the surplus feature in each income that is above 
“cost,” and therefore amenable to taxation. For all this, 

1«« The law of the three rents,’’ article in Quarterly Journal Eco- 
nomics, vol. 5, p. 263 ; restated in his ‘‘ Economics of distribution,”’ 
1900, Likewise in vol. 5, p. 289, appeared John B. Clark’s remarkable 
paper on ‘‘ Distribution as determined by a law of rent.”’ 


2 The change in the rent concept is reviewed in ‘‘The next decade 
of economic theory ’’, pp. 241-242. 
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Hobson's treatment does not yield a satisfactory solution 
of the problem of the rent concept, notably because rent 
is left quite unadjusted, and unrelated to, the interest 
concept. Though Hobson, in concluding, expresses the 
hope that he has laid the basis for a “sound theory of 
distribution,” he recognizes the complexity of his con- 
cept and the difficulty of its application.’ 

The distributive system presented by Dr. C. W. Mac- 
farlane’* is, however, a further step into abstraction. 
That writer, believing that any given factor may, at a 
given moment, have various relations to price, reaches 
the somewhat bewildering conclusion that land (which 
“includes all natural forces except labor’’) and entre- 
preneur’s service, each may yield both rent and profit ; 
capital may yield rent, profit and interest; and labor 
may yield rent, profit and gain. Whether and how far 
any income is thus to be named depends on whether it is 
‘“‘ price-determined””’ or “ price-determining”’, a trans- 
cendental inquiry as difficult to apply as the small boy’s 
method of catching birds by salting their tails. As the 
conception that some incomes bear a peculiar relation 
to price grows out of fallacious reasoning, no logically 
sound classification of incomes can be based upon it.’ 
But if it were sound, it still would be the extreme of 
abstraction, confined to the most subtle and probably 
useless economic speculation. Even if such a no-cost-of- 
production concept of rent could be made formally logi- 
cal it still would lack expediency for a theory of dis- 
tribution. 


'* The law of the three rents,’’ pp. 287-8. 

* Value and distribution, 1899. 

* The mistaken origin of the no-cost concept is shown in ‘‘ The pass- 
ing of the old rent concept ’’, especially pp. 446-452. 
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PART III. POSITIVE SOLUTION OF THE THEORETICAL 
PROBLEM OF RENT AND INTEREST 


ga. Consistency must be gained by substituting for 
the older futile distinctions, that between the wealth as- 
pect and the capital aspect of material goods. 

Neither the physical classification of agents, nor the 
metaphysical classification of abstract types of income, 
affords an answer to the theoretical and practical problem 
of rent and interest ; but in the consistent development 
of the third important thought contained in the old 
and confused rent concept, the desired solution is 
found.’ Rent and interest, until recently, have been 
looked upon as corresponding respectively to two differ- 
ent factors of production. In recent criticism the idea 
of correspondence or parallelism between each factor and 
its income has been abandoned, but the two material 
factors (natural and artificial) are still retained. <A 
better positive theory must clear up the confusion as 
to the differing nature of these factors. Present in the 
thought of the older economists, along with the dis- 
tinction between natural and artificial agents, and color- 
ing their conclusions, has been the distinction here 
suggested. Durable goods were sometimes thought 
of as yielding uses (the wealth aspect), but land was the 
only important class of agents that was regularly so 
viewed. Durable goods were sometimes thought of as 
saleable at their present worth (the capital aspect), but 
only produced agents, the materials and instruments of 
manufacture, were usually so viewed. Both classes of 
agents can be looked at consistently from either point 
of view, can be considered either as bearer of rent, or as 
discounted sum of rents, either as wealth or as capital. 
It isin the confusion of these contrasts that most of the 
old opposition between income from land and income from 

' This solution was implied in the capital concept presented in ‘‘ Re- 


cent discussion of the capital concept’, pp. 40-45. 


13 
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artificially produced agents was found. This fog is lifted 
when the sources of rent and of interest cease to be con- 
sidered as physically distinct and objectively differing 
kinds of goods, and are seen to be simply the same body 
of income yielders, differently viewed, calculated and ex- 


pressed for theoretical and practical purposes. 

gb. Corresponding with the distinction between the 
wealth aspect and the capital aspect of material goods, 
are the differing thoughts as to the maintenance of the 
factors. 

In the earlier industrial stages when exchange is rare 
and money but little known, it is inevitable that the 
uses, or rents, of durable agents should be primarily 
thought of. In estimating the uses, allowance must first 
be made for keeping the agents in physical repair. This 
calculation is necessary not only in making the rent con- 
tract, but in conducting the individual economy, if net 
income is to recur. As was shown above, the supposed 
durability of land and of its qualities for which rent is paid, 
is largely an illusion due to ignoring its constant repair. 
The preserving of the rent-bearer in identical form or in 
kind is essential to the concept of a perpetual rent. 

As the money economy displaces the barter economy, 
and the thought moves from the valuable present rent to 
the present saleable value of the rent-bearer, the capital 
sum of value is thought of as kept intact before a net in- 
come from itis estimated. This isa primary condition of 
the contractual money loan, requiring the repayment of a 
principal sum apart from interest, and this becomes the 
leading type of modern business calculations. 

The blunder of the older economics in connecting 
land and rent with the one mode of calculation, and 
artificial agents with the other mode, has been noted 
above in proposition 5. Not only is it possible to view 
both aspects of use-bearers consistently, but clear theory 
and sound business practice require that this be done. 
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gc. As a necessary result of the distinction between 
the wealth and the capital aspects of agents, and of the; 
thoughts as to the maintenance of the factors, rent must 
be expressed as an absolute amount, and interest as a) 


percentage of a principal sum. 

This is stated mainly for formal completeness, but it 
emphasizes the retention of a feature of the older treat- 
ment whose significance was unsuspected. In fact the 
expression of interest as a percentage marks interest as the 
form of income most connected with mobile and saleable 
agents, it makes of interest a “‘ marginal ”’ factor in price, 
a fact so much emphasized in the older treatment, it 
connects interest peculiarly with the element of time, as 
so many writers have felt it should be. Yet the percent- 
ual form of expressing interest is impossible when the 
income bearer is measured by physical norms, it is practi- 
cally inevitable when the income bearer is expressed as 
a capital sum. 

10. The rent and interest concepts, when looked upon 
as successive steps in the analysis of value, instead of as 
codrdinate shares dividing between them the income 
from material agents, are made consistent internally, 
mutually, and with the foregoing conceptions of wealth 
and of capital.’ 

It was suggested in proposition 5 that the treatment 
of land rent as an absolute amount, and of interest on 
produced goods as a percentage of their value, grew out 
of prevailing practice in the contracts for the use of 
wealth. Either mode of expressing income may be logi-+ 
cal if consistently employed, and if divorced from the 
confusing prejudice that the difference is due to the dif- 
ferent nature of the factors yielding the two incomes. 
This error recognized, economic theory must abandon 


1 This conception was briefly suggested in concluding the criticism 
of B6hm-Bawerk : ‘‘ The ‘ roundabout process’ in the interest theory ’’, 


pp. 177-180. 
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the old distinction as to the differing factors. What is 
left in place of the old rent concept? All that was best 
in it, freed of error: rent is the usufruct attributable to 
any material agent. The uses of material agents con- 
sidered apart from the using up of the agents, are in this 
view always and only rents. This is a logical thought, a 
useful one and one applicable to practical problems. 

When to rent has thus been assigned all current in- 
comes from material agents there is no place for the old 
concept of interest as the yield of produced agents. But 
rents accrue at different points of time and vary in value 
accordingly. Present uses and future uses differ. A 
more or less durable agent represents a series of rents. 
The capital value of a good is the sum of its prospective 
rents and uses, discounted at a rate that reflects the prevail- 
ing premium on the present. Capitalization, thus viewed, 
is logically a later stage of the problem of value than is 
rent ; and interest first appears in connection with capi- 
talization. Asthe market expression of the all-perva- 
sive premium of present over future, interest may ap- 
pear in connection with any gratifications, whether they 
be yielded by natural or by produced, by material or by 
human, by durable or by perishable agents. There is not 
a writer from Ricardo to the present time by whom this 
universal application of interest is not vaguely recognized ; 
there probably is not one by whom its application is not 
more or less inconsistently restricted.’ 

11. The propositions above imply the need of a radical 
restatement of the theory of distribution, and suggest 


its essential outlines. 

The prevailing theory of distribution rests upon the 
idea of three (more often lately, four) objectively differing 
factors, to which correspond three (or four) different kinds 





'The broader conception of interest was presented in ‘‘ Recent dis- 
cussion of the capital concept,’’ pp. 21-30, especially pp. 27-28. 
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of income. Some later, more subtle, attempts to restate 
the theory have left it far from realities and quite unusa- 
ble. Another solution may be found by combining into 

a logical system the three typical modes in which goods 
appeal to wants. First, goods appeal directly, as want-/ 
gratifiers immediately available. Here is required a 
theory of wants and enjoyable goods, and the technical 
analysis of marginal utility. The mental process here 
examined is chronologically the first stage of evaluation 
in the history both of the individual and of the race. 
Secondly, goods appear as more or less durable, and may .. 
be made comparable by being considered, through re- 
pairs, to be lasting use-bearers, yielding in a given short 
period a group of uses. Here is the place for the theory 
of rents. This is chronologically the second stage of 
evaluation, when durable goods are thought of and ex- 
pressed in terms of their usufructs. Thirdly, whenever 3 5 | 
two non-synchronous gratifications, rents or series of 

rents, are exchanged, they must be discounted to their 
present worth to be made comparable. Here is required 
a theory of capitalization, that is of economic interest. 
This is historically as well as logically the latest stage of 
evaluation, characteristic of a developed money economy 
and of a “ capitalistic’ era. These three phases must be 
observed in every complete analysis of value. They are } 
in some respects analogous to the three dimensions in 
geometry. The older economic theories were curiously 
crude caricatures of such an analysis. The cost-of-pro- 
duction theory of the exchange value of commodities, 
(assumed to be the whole theory of value) roughly cor- 
responded only with the first. The old theory of land 
rent caught a fragmentary view of the second. The old 
theory of interest on a narrowly conceived class of 
“capital,” was an ineffective attempt to express the 
third. The theory of value in the present conception 
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proceeds from the simple to the complex, from the im- 
mediate to the distant gratification, from the goods di- 
rectly in contact with the senses, to those whose utility 
is}indirect and only in expectation. While the negative 
criticism of the past three decades has wrecked the old 
distributive theory, many admirable positive contribu- 
tions, widely diverse in character, converge to the solu- 


tion here presented. 





THE RELATIONS BETWEEN RENT AND 
INTEREST—DISCUSSION 


THOMAS N. CARVER: I do not find so many stages in 
the development of the rent concept as the paper before 
us attempts to trace. It seems to me, on the other hand, 
that the development of that concept has been compara- 
tively simple and logical. But in trying to trace this 
development, we should first distinguish sharply be- 
tween the technical concept and the popular concept, 
each of which has had a development of its own. 

The technical or scientific concept started with the 
idea of rent as the income derived from the ownership 
of land. Then it was discovered that this income had 
certain characteristics, aside from the question of its 
source, which made it unlike other incomes, the most 
important of these characteristics being that the rent of 
a given piece of land was the difference between the | 
price of the product and the cost of producing it on that , 
particular piece of land. Rent was, hence, a kind of | 
surplus, or unearned income, in the sense that it came to 
the landlord without his having done anything to pro- 
duce it. Then the concept of rent was broadened in 
one direction, so as to include any other form or surplus, 
or unearned income, and narrowed in another so as to 
exclude that part of the income from land which might 
be said to be earned by the person receiving it, namely, 
the income from improvements. In other words, rent 
came to be regarded as a surplus income, rather than the 
income from land, though the income derived from the 
ownership of land was still regarded as the most im- 
portant form of surplus income. It is this change in 
the concept which alone makes such terms as producer’s 
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rent, quasi rent, consumer’s rent, composite rent, etc., 
intelligible. This, I believe, is the only essential change 
which the technical rent concept has undergone, and I 
believe, moreover, that the change was a logical one, and 
that this later form of the concept can be successfully 
defended, though there may be good reasons for giving 
it some other name than rent. 

The idea that rent does not enter into cost of pro- 
duction, or that it is not a factor in price, derives what- 
ever validity it has from the fact that rent is a surplus 
or unearned income. Unfortunately this idea has been 
supported by the inconclusive, not to say ludicrous, 
argument that if rent were remitted it would not affect 
price. It is, of course, equally true to say that if wages 
were remitted, prices would remain the same. It all 
amounts to saying that if those who receive one share in 
the product of any industry should decide not to take it, 
those who receive some other share would get it, but it 
hardly seems worth while to spend time in demolishing 
such an argument. 

There is, however, a sense in which rent does not en- 
ter into cost or into price, which can not be affirmed of 
either wages or interest. This makes a valid distinction 
between the rent of land and the income derived from 
the ownership of produced goods. If any one can ex- 
plain this distinction away, he will have done something 
which no one has yet succeeded in doing, though many 
have tried. The three following propositions can be 
laid down respecting wages. 1. In order that there 
may be production, there must be labor. 2. In order 
that there may be labor, men must receive wages as a 
personal income; otherwise there will be no labor and 
no production. 3. Therefore, wages as personal income 
are necessary for production. 
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Three similar propositions may be made respecting 
interest. 1. In order that there may be efficient produc- 
tion, there must be waiting. 2. In order that there 
may be waiting, men must receive interest as a personal 
income to induce them to wait; otherwise there will be 
no waiting, or very little of it, and consequently, very 
inefficient production. 3. Interest, as a personal in- 
come, is necessary to secure efficient production. 

Now, obviously, no propositions resembling the sec- 
ond and third in either of the above series can be made , 
respecting rent. Since it is not necessary that any one 
should receive rent as a personal income, in order to 
secure efficient production, one is warranted in saying 
that rent does not enter into cost in the same sense that 
wages and interest do. These shares are necessary 
parts of the cost of production in the sense that no one 
could be induced to take part in production unless he 
were allowed a personal income of one kind or the 


other, whereas production would be quite as efficient as 
it now is even if no one were allowed rent as a personal 


income. 

It may be true, and probably is, that from the stand- 
point of functional distribution pure and simple, there 
is no good reason for distinguishing between the income 
derived from the ownership of land and that derived 
from the ownership of capital. But a theory of func- 
tional distribution which does not in some way throw 
light on the more important question of personal distri- 
bution is about as useless a piece of speculation as ever 
occupied the attention of a mediaeval schoolman. In- 
stead of holding, as the paper before us seems to imply, 
.that economics is concerned wholly with functional dis- 
tribution, I should hold that economics does not care a 
fig for functional distribution except as it helps us to 





202 American Economic Association 


understand personal distribution. The question of 
personal distribution is a question of the real world, 
whereas the question of functional distribution is a ques- 
tion of Platonic ideas. From the standpoint of per- 
sonal distribution there are abundant reasons for distin- 
guishing between the income from land and the income 
from produced goods. Therefore, as it seems to me, 
the development of the technical or scientific concept 
of rent has been a logical one. That is to say, econo- 
mists have been justified in distinguishing as they have, 
between incomes from these two sources. It may, how- 
ever, still be open to question whether the terms, rent 
and interest, ought to have been used to express this 
distinction. 

On the popular side the concept of rent has under- 
gone a different development. Though doubtless orig- 
inally applied to the income from the ownership of 
land, since that was the most important kind of prop- 
erty let for a lump sum, it was soon expanded so as to 
include the income from the ownership of any kind of 
property let in a similar way, z.é., where the property 
is regarded merely as a material thing, rather than as a 
quantity of wealth. 

The name interest, on the other hand, was doubtless 
originally applied to the income derived from the own- 
ership of money, because that was the most important 
kind of property loaned for a per cent of the principal. 
This is possible only when the income and the princi- 
pal are alike, or where they can be reduced to the same 
quantitative expression. But this term was gradually 
extended so as to cover the income from any kind of 
property when that property was expressed as a sum of 
value in terms of money, and when the income could 
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for that reason be expressed as a percentage of that sum, 
7.é., as a percentage of its source. 

The result of the extension of the rent concept in one 
direction and of the interest concept in the other, is that 
in popular usage the two concepts have come to over- 
lap, so far as the sources of the two kinds of income are 
concerned. ‘That is to say, the same income has come 
to be called either rent or interest, according as the 
source of the income is measured and expressed as a 
physical quantity or as a quantity of value. 

Since this is the way in which the business world has 
come to use the terms rent and interest, it is somewhat 
unfortunate that the technical use of these terms has 
taken a different line of development. From this stand- 
point it may have been wise for Professors Clark and 
Fetter to have returned to the popular usage. I think, 
however, that it would have been wiser and less confusing 
if they had recognized that they were distinctly break- 
ing away from scientific or technical usage and adopt- 
ing the popular concept, instead of trying to show that 
there was no basis for the scientific or technical distinc- 
tion. 

If I have succeeded in showing that there is still an 
important distinction between rent on the one hand and 
the income from other agents of production on the other, 
and that this distinction is essentially what the older 
economic writers declared it to be, and if it is also made 
clear that there is a logical basis for the popular distinc- 
tion between rent and interest, then this whole discus- 
sion is concerned entirely with a question in the use of 
terms. The question is, should the terms rent and in- 
terest have been used to express the distinction with 
which the economic writers have been most concerned, 


or should they have invented new terms to express that 





204 American Economic Association 


distinction, leaving the terms rent and interest to ex- 
press the popular distinction. It is not to be inferred 
that a question in terminology is unimportant, but it is 
well to recognize that it zs a question in terminology, 
and not a question as to the difference in the real nature 
of the two forms of income. 


Jacos H. HOLLANDER: Professor Fetter’s paper is a 
notable example of acute analytical power, squandered 
in the service of what Mr. Bagehot has termed “ conjec- 
tural history.” Hardly to a less degree than in the pre- 
vious studies with which he has enriched recent economic 
discussion, Professor Fetter asserts the past relativity 
and the present unfitness of the classical concepts of 
rent and interest. But, now as then, he is not com- 
pletely exorcised of the vigorous devil with which eco- 
nomic theorists, it appears, have been so long obsessed. 
His paper undertakes not only (a) to demonstrate the 
historical relativity and present uselessness of the tradi- 
tional theories of rent and interest, but also (b) to asso- 
ciate with the old terms novel concepts, unfamiliar he 
admits, but in harmony, it is claimed with modern in- 
dustrial conditions. 

Upon his critics, accordingly, devolves the task of re- 
viewing three intimately associated but clearly distin- 
guishable queries suggested by his discussion. 

1. Are the traditional concepts of rent and interest 
peculiarly relative to the time, place and condition of 
their original formulation ? 

2. Is there no warrant for the retention of distinct 
laws of interest and rent in any sense approximating 
their historic significance ? 

3. Are the new meanings which Professor Fetter 
would attach to these terms legitimate and desirable ? 
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To the first proposition conditional assent may be 
given. It has become a commonplace in the history of 
economic thought that the so-called classical formulae 
of rent and interest reflect in origin and in content the 
conditions of economic England of the late eighteenth 
and early nineteenth centuries. It is perhaps true that 
the beginning of the theoretical differentiation of rent 
and interest in English political economy may be traced 
back to Hume’s expression to Adam Smith: “I cannot 
think that the rent of farms makes any part of the price 
of produce, but that the price is determined altogether 
by the quantity and the demand.” Certainly James An- 
derson, writing a few years later, was sensible of one 
distinctive feature of land as a production good. But at 
least another generation was to pass before the stirring 
course of politico-economic affairs in England forced at- 
tention to visible contrasts in income derivable from land 
and from capital respectively. The kernel of the Bull- 
ion Controversy was whether the fund-holder should 
benefit and the agriculturist suffer by a return to the 
older standard of value. The point at issue in the corn- 
law dispute was whether the economic policy of England 
should be shaped in the immediate interest of the land- 
owner or of the capitalist-entrepreneur. This antago- 
nism of interests found theoretical expression in the 
practically simultaneous but independently conceived 
studies of Ricardo, West and Malthus—wherein the 
concepts of rent and interest were sharply distinguished 
and each connected with an independent, and, indeed, 
antithetical law of determination. The differential prin- 
ciple of rent promptly entered into and shaped the dom- 
inant theory of economic distribution. The system 
which in 1817 in the preface to his “ Principles of Po- 
litical Economy and Taxation” Ricardo modestly her- 








206 American Economic Association 


alded as “many important truths, which can only be 
discovered after the subject of rent is thoroughly under- 
stood ”"—had become a decade later in Malthus’ phrase 
“the new political economy ’—supported by James 
Hill, Torrens, Tooke and, added McCulloch, perhaps its 
most enthusiastic disciple,—“ by all the best economists 
in the country.” 

The corner-stone of the new structure was the law of 
diminishing returns. From this law proceeded as easy 
corollaries, the well known dicta of the classical theory : 
“rent is not a component part of the price of commodi- 
ties,” “profits depend on high or low wages,” “ rents 
rise as profits fall.” 

Passing now from the first to the second proposition 
suggested by Professor Fetter’s paper, it will be readily 
admitted that the mere circumstance of historic origin 
is, of itself, no argument for the present worthlessness 
of the traditional distinction. The one rigid test to 
which the older concept must be subjected, with a view 
to determining its further right to be, is—does land 
as a factor in modern industrial organization retain, or 
even possess characteristics distinctive enough to differ- 
entiate land from capital as a production good ? 

Professor Fetter is clearly of the opinion that such a 
differentiation is not warranted, and that if rent and 
interest are to be retained as independent terms in eco- 
nomic terminology, it must be in very different senses 
from that to which we have long been accustomed. His 
argument and his negative conclusions, although not 
without original elements of interest and importance, 


may for the present purpose and in this connection, be 
identified with the reasoning made familiar to us by the 
more detailed studies of Professor Clark, Dr. MacFarlane, 
Mr. Hobson, Dr. Johnson and others :—“ The principle 
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of rent,” Professor Clark has written, ‘‘may be applied 
to the concrete products of all artificial capital-goods, 
and even to those of workmen. In the same inaccurate 
sense in which it may be said that the rent of land is 
not an element in price, the rent of tools, etc., and those 
of men themselves, or interest and wages, are not ele- 
ments in price. We can repeat, word for word, the 
argument concerning the rent of land, making it apply 
to the rent of men or to that of artificial instruments, 
and it will be as true in the one case as in the other.” 

To the present writer it appears that the identity here 
so explicitly stated is superficial rather than sound, and 
that the occasion for radical departure from the tradi- 
tional distinction between rent and interest, in any 
other sense than that which Professor Marshall has 
made familiar, is plausible rather than real. The fal- 
lacy underlying Professor Clark’s analogy, and in so 
far, Professor Fetter’s argument, arises, like so many 
other troublesome misconceptions in recent theoretical 
discussion, from neglect of the composite character of 
‘the law of diminishing returns, that is to say, from fail- 
ure to recognize the identical and parallel co-ordination 
of the differential quality of land in extensive cultiva- 
tion with the principle of increasing costs in intensive 
cultivation. 

If to a definite amount of land be applied successive 
amounts of labor and capital, the increments resulting 
from such application will be relatively diminishing ; 
or viewed as a question of value, and other things being 
equal,—the cost of each increment will be relatively in- 
creasing. The agriculturist is obliged to content him- 
self with this shrinking measure, because the only 
alternative open to him in extensive cultivation is re- 
course to less productive land. Asa matter of fact, the 
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relative advantage of either method is so slight that he 
does both. In rigid theory, every additional product is 
derived, in part, from extensive, in part from intensive 
cultivation. The two margins advance pari passu, and 
even the marginal increment of product is composite, 
proceeding in part from no-rent land, in part from no- 
rent uses of land. 

Now, if a definite fund of capital were to be utilized 
in conjunction with successive quanta of land and labor, 
or if a given amount of labor were to be supplied with 
successive amounts of capital and land, it is perfectly 
obvious that results identical with the foregoing would 
follow. But such a condition never occurs, except ab- 
normally or temporarily, and the conception upon which 
it is based seems unreal, profitless and at variance with 
the theory as with the facts of industrial organization. 
No entrepreneur will acquiesce in the condition of dimin- 
ishing returns to labor and to capital, as he does with 
respect toland. He will not for a single moment con- 
tinue using additional land and labor with a given 
amount of capital, or additional capital and land with a 
given amount of labor, after the point of increasing, or 
at the most, of constant returns has been passed. In 
such cases he will satisfy the demand for a larger 
product by applying the additional land-labor in the one 
case, and capital-land in the other—to ew capital or 
labor, respectively, and not to the old. This new capi- 
tal or labor will be available—and this is the all im- 
portant fact—in identical quality with that capital or 
labor in use, and not as in the case of land, only in in- 
ferior efficiency. 

Narrowing our further discussion to the contrast be- 
tween capital and land, and speaking only of normal, 
long-time production, the crux of the whole matter 
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seems to be that, viewed as potential production goods, 
that is as factors necessary for the satisfaction of in- 
creased demand, land is available only in diminishing 
efficiency both in intensive and in extensive cultivation, 
while capital is available in diminishing efficiency with 
respect to intensive use, but in identical, homogeneous 
quality with respect to extensive use. 

It is not possible within the few minutes here available 
to pursue further the line of thought which it is hoped 
in another connection to develop more fully. Perhaps 
enough has been said however to suggest that, in the 
judgment of the present writer, the primary assumption 
upon which the classical distinction between rent and 
interest rests, is still operative, and that independent 
categories demand recognition. Our scientific fathers 
builded wiser than they knew, wiser, perhaps, than 
modern critics are always inclined to admit. 

Finally, the student of economic theory in its his- 
torical development can have but little sympathy with 
Professor Fetter’s disposition to use the old terms, rent 
and interest, as labels for new, even though entirely 
legitimate concepts. If the old differentiation has 
ceased in fact, let us mark its demise by interment of 
the accompanying theoretical terms, and not dislodge 
new vials of wrath by the adoption of terminology, 
both at variance with practical usage and with tra- 
ditional scientific employment. 


CHARLES W. MACFARLANE: I shall confine myself to 
Professor Fetter’s contention: that any income may be 
converted into interest by capitalizing it at the prevail- 


ing rate of discount or interest. In this connection Dr. 

Fetter writes on page 196: ‘“ The capital value of a good 

is the sum of its prospective rents and uses, discounted 
14 
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at a rate that reflects the prevailing premium on the pres- 
ent. Capitalization, thus viewed, is logically a later 
stage of the problem of value than is rent ; and interest 
first appears in connection with capitalization.” 

In formulating this thesis Dr. Fetter has clearly fol- 
lowed the lead of Professor Clark. On page 337 of “‘ The 
distribution of wealth” the latter declares that :—“rent 
then is nothing more than interest regarded from an- 
other point of view, it is an aggregate of lump sums 
each of which is the net earnings of some instrument. 
It is identical in amount with interest and it becomes 
interest the moment we reduce it toa fraction of the 
value of the instruments that earn it.” 

Professor Clark here holds that the income from land 
may be converted into interest by capitalizing it at the 
prevailing rate while Dr. Fetter holds that not only the 
income from land but that the total income from any 
“good” may be converted into interest by this very 
simple arithmetic device. That we can by such a de- 
vice convert any income into the form of interest, or ex- 
press it as a fraction of the total value of the agent pro- 
ducing this income will hardly be questioned, but this, 
it seems to me, is quite a different thing from converting 
such income into interest in fact as well as in form. 

Let us return to Dr. Fetter’s formulation of this doc- 
trine. The capital value of a good is the sum of its 


prospective rents and uses discounted at a rate that re- 


flects the prevailing premium on the present, etc. 

If he will change this so that it will read,—the capital- 
ized ‘value of a good—I fancy that few of us would 
take exception to the statement. In a word the capital- 
ized value say of a railroad would undoubtedly include 
any monopoly advantage it might enjoy through its 
franchise, but can we as economists say that the capital 
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value of the road includes any such monopoly surplus. 
If “capital value” and “capitalized value” are equivalent 
terms then as we have said the difficulty disappears, but 
it is hardly fair to Dr. Fetter to assume that he would 
coin a new compound term when we have an equally 
apt term in familiar use. What then does he mean by 
the term “capital value” or in brief what concept of 
capital can he here havein mind. On page 182 he recog- 
nises the great importance of Professor Clark’s distinc- 
tion between “capital goods” and the “social fund of 
capital.” It is therefore fair to ask which of these con- 
cepts he has in mind when he talks of the “ capital value 
of a good.” That the “good” he here hasin mind is 
Professor Clark’s concept of “ capital goods”’ need hardly 
be urged. Ifso, then there would seem to be strong 
ground for thinking that his “capital value” of the 
good corresponds to Professor Clark’s “social fund of 
capital.” If this interpretation is correct then Dr. Fetter’s 
thesis resolves itself into the following :—the share of 
the social fund of capital embodied in any capital good 
may be determined by capitalizing its total earnings at 
the prevailing rate of interest. If this is what Dr. Fetter 
means, and I submit we are left to guess at his mean- 
ing, then Professor Clark’s distinction between the two 
concepts of capital may as well be pigeon-holed for they 
are here hopelessly confounded with one another. Pro- 
fessor Clark has himself written that all monopoly in- 
fluences where in the “ capital goods,” the social fund 
of capital having neither part or lot in any monopoly 
surplus. If this is true then why confound confusion 


and ignore the fundamental economic distinction be- 
tween monopoly and non-monopoly conditions by call- 
ing the monopoly earnings of our hypothetical rail- 
road interest and this on the sole ground that by a 
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mere arithmetic device we have converted these earn- 
ings into the form of interest or expressed them as 
a fraction of the value of the railroad or “ capital good” 
in question. 

Dr. Fetter tells us that the capital value of a good 
may be obtained by capitalizing its earnings at the pre- 
vailing rate of interest. This sounds simple enough 
but one feels constrained to ask :—What fixes this pre- 
vailing rate? Had Dr. Fetter seriously addressed him- 
self to this problem he would have found ample ground 
for thinking that interest is a non-monopoly surplus. 
If put to it Dr. Fetter would probably have told us that 
the prevailing rate is fixed by the marginal productivity 
of the social fund of capital. He might even have told 
us that with every increase in its supply this capital 
would be forced to find employment in less and less pro- 
ductive or profitable industries. But if this is true, then 
manifestly it is in order to inquire what limits the sup- 
ply of capital, since this has an important bearing 
upon its marginal productivity and so upon the prevail- 
ing rate of interest. Without undue elaboration it may 
be answered that this depends on the abstinence or dis- 
utility endured not by a Rothschild but by the marginal 
saver. In brief the prevailing rate of interest is fixed at 
the point where the marginal productivity or utility of 
capital is equaled to the abstinence or disutility of the 
marginal saver. If this is sound then the determination 
of prevailing rate of interest is a problem in normal or 
non-monopoly value. From this it follows that the 
only part of the earnings of any capital good that can 
be charged up as interest in any sense in which we as 
economists are justified in using the term, is that part 
which would be secured under the conditions of free 
competition. This too should be credited to the social 
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fund of capital while all surplus above this must be 
credited to the capital good. 

Let us bring this matter to the test of a concrete in- 
stance and see if we can re-word the matter in any intel- 
ligible way. The cost of production, or if you like the 
cost of reproduction of certain machines is $100,000. 
An entrepreneur purchases them at this price borrowing 
from a capitalist the $100,000 with which the purchase 
is made. The machines yield a net income of $12,500. 
In the piping times of an industrial boom when prices 
are rising and the voice of the promoter is heard in the 
land the first entrepreneur may be able, on the strength 
of the above showing, to persuade some one to give 
$250,000 for these machines, since that would be their 
capitalized value at the prevailing rate of five per cent, 
and it may be that the second entrepreneur borrows the 
$250,000 with which to complete the transaction. We 
have here a very interesting complication for the ques- 
tion is very apt to suggest itself: which of these 
amounts, the $100,000 or the $250,000, is the share of 
the social fund of capital embodied in these capital 
goods or machines? As what is much the same ques- 
tion, which of the incomes $5,000 or $12,500 is to be 
credited as the earnings of the social fund of capital ? 
When tried by the test of the amount paid to the capi- 
talist for the use of his money the answer does not seem 
to be at all clear for while the earning power of the 
machines has remained the same the amount paid to the 
capitalist has changed from $5,000 to $12,500. Again 
when tried by the test of the amount that figures in the 
cost accounts of the entrepreneurs the result is equally 
unsatisfactory. For while in the first instance the 
amount entered on the cost side of the entrepre- 
neur’s ledger will be $5,000, the second entrepreneur 
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would certainly charge up $12,500 as interest on the 
cost side of his ledger. How then are we to decide. It 
seems to me this can only be done by return to Profes- 
sor Clark’s fundamental contention “ that all monopoly 
influences inhere in the concrete machines or ‘ capital 
goods.’”” Ina word the mobile homogeneous or social 
fund of capital cannot be credited with any share on 
these monopoly surpluses. If then the cost of repro- 
ducing these machines is $100,000, and the prevailing 
rate is five per cent, then the capital value of these 
machines or the share of the social fund of capital em- 
bodied in them is represented by $100,000, and the earn- 
ings of this social fund or the interest Jer se is $5,000. 
For is it not clear that the $7,500 earned by these ma- 
chines in excess of five per cent on the cost of repro- 
ducing them is due to some monopoly influence that 
inheres in the concrete machines or capital goods ? 
Answer may be made that after all this is only a ques- 
tion of definitions. I may define interest as the earn- 
ings of “the social fund of capital.” Some one else 
may define it as the total earnings of “capital goods ” 
capitalized at the prevailing rate, and so long as the 
some one else is consistent with himself in his use of 
the term, his position is as tenable as mine. Is this 


quite true? Interest has long found defenders on the 
ground that some abstinence or disutility is endured. 
While this truth has not always been clearly appre- 
hended, it has nevertheless been persistent in our litera- 
ture, and in the minds of most of us still serves to dis- 


tinguish interest from those monopoly surpluses for 
which no economic justification is sought. Now, unless 
we are prepared to show the utter fallaciousness of this 
belief, we are not at liberty so to define interest as to 
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include under it the most offensive of monopoly sur- 
pluses. 

There is yet another way of exposing the confusion 
of thought in the paper before us. Professor Clark has 
contented himself with showing that the rent of land 
may be converted into interest by this process of capital- 
ization. We have just been following Dr. Fetter in his 
attempt to show that the income from any capital good, 
including land, may be so converted. But if this is 
true then why may not any incomes be converted into 
interest by the same simple device. Dr. Fetter is at 
least willing to follow his reasoning to its legitimate 
conclusion, for he writes on page 196 as follows: As the 
market expression of the all-pervading premium of 
present over future, interest may appear in connection 
with any gratifications whether they be yielded by 
natural or produced by material or Auman, by durable 
or perishable agents. Clearly, then, not only rent and 
profit, but net wages as well may be converted into inter- 
est by the simple process of capitalizing them at the 
prevailing rate. And so it comes about not only that 
the old distinctions of land, labor, entrepreneur and cap- 
ital are found to be useless, but with them disappears 
all distinctions between rent, interest, profits, and wages 
since all may be converted into interest by a simple 
arithmetical process. It seems to me we have only to 
state Dr. Fetter’s thesis in this bold way to realize that 
there must be some serious break in his reasoning. 

Personally I cannot but feel that those who are work- 
ing along this line have been betrayed into a cu/-de-sac, 
and that all hope for further progress will depend upon 
a return to Professor Clark’s fundamental distinction be- 
tween capital goods and the social fund of capital. In 
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a word, any attempt to secure simplicity of statement by 
ignoring fundamental economic distinctions can only re- 
sult, asin Dr. Fetter’s paper, in elucidating the whole 
matter into a hopeless obscurity. 


LINDLEY M. KEASBEY: The distinction between rent 
and interest, as I understand it, rests upon an antecedent 
distinction between two kinds of income-bearing goods, 
land and capital. But these terms are misleading ; land, 
in last analysis, is mere area, and capital may be made 
to include all else, even “the original and indestructible 
powers of the soil,” whatever they may be. The dis- 
tinction, however, being fundamental, I would suggest 
we employ new terms. Suppose instead of land we say 
“ generative goods”? meaning thereby those goods which 
possess in themselves inherent powers of increase, or 
procreative power, if you will. Goods which do not pos- 
sess such power we might then designate as “ produc- 
tive goods” simply, and understand by this what politi- 
cal economists understood by capital in the old sense. 

Under the category of generative goods would come 
animals and plants, which, when brought into the proper 
connection with the so-called original and indestructible 
powers of the soil, yield an increase of animals and 
plants. Historically,—if a little eliptically speaking,— 


generative goods would then include domesticated ani- 
mals and cultivated fields. Now the first characteristic 
of these generative goods is that they do not diminish 


in quantity during the productive process, that on the 
contrary, they put forth a physical increase. Further- 
more,—and this is economically of the utmost impor- 
tance,—since domesticated animals and cultivated fields 
are normally monopoly goods, and not freely reproduci- 
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ble by labor alone, their physical increase represents a 
corresponding increase in value. In this case physical 
increase and value increase coincide. The patriarchs of 
old were wont to reckon their wealth in the number of 
their flocks and herds, the landlords their wealth in the 
extent of their estates and the produce thereof. Of 
generative goods it may accordingly be said: when put 
through the productive process they increase in quan- 
tity and in value. 

Of productive goods this is not the case. When pro- 
ductively employed they auginent value as do the gene- 
tative goods, but this increase of value is necessarily ac- 
companied by a diminution in quantity. Of productive 
goods it may therefore be asserted: when put through 
the productive process they decrease in quantity and in- 
crease in value. 

It is upon this distinction between generative and pro- 
ductive goods that the distinction between rent and inter- 


est really rests. Rent was the term originally employed 
to designate the income derived from generative goods. 
It was, as Professor Fetter says, the income of “a special 


social class,” the patriarchs and landlords; it was the 


income derived from “natural agents,” z.e., livestock 
and land; it was the income from “ wealth measured 
physically,” since the physical increase in this case cor- 
respond to the increase in value. Later on, with the 
institution of exchange, the term interest came to be em- 
ployed to designate the income derived from capital, or, 
in other words, from productive goods. It was the in- 
come of another, a new, “social class,” made up of mer- 
chants and manufacturers; it was the income derived 
from “artificial agents,” z. ¢., productive goods, “ pro- 
duced material means of production ;” it was the income 
measured economically in units of value, or in terms of 
money, simply because there was no other way to meas- 











218 American Economic Association 


ure it; physically speaking there had been a decrease 
not an increase. 

Hence, historically speaking, rent represents the in- 
come from generative goods, interest the income from 
productive goods. Logically, however, the distinction 
is not so sharp. True, the income from productive 
goods can not be expressed in terms of rent for there is 
no physical increase to measure in physical units repre- 
senting value. On the other hand, the income from 
generative goods can perfectly well, nay perhaps better, 
or at least more conveniently, be expressed in terms of 
interest than in terms of rent. These generative goods 
put forth a physical and a value increase and such in- 
crease can be measured either in physical units (which 
then represent value units) or in value units alone, z. é., 
in terms of money. Since the money expression is com- 
ing to be wide spread and is essentially more accurate 
and more convenient, we note the passing of the old rent 
concept, as Professor Fetter has said, and the general 
prevalence of the interest concept. Withal, the old dis- 
tinction between land, 2. e., generative goods ; and capi- 
tal, z. e., productive goods, remains and should be taken 
account of in all questions of rent and interest. 


W. G. LANGWORTHY TAYLOR: With respect to this 
particular part of the field of distribution, Professor Fet- 
ter proposes a triple classification: (1) valuation of 
goods ; (2) rent as payment in kind; (3) interest as ex- 
change of present for future goods at a money valuation. 
These stages are put forward as chronological and logi- 
cal. As to (1) it seems to me to belong to a distinct 
category, that of values. This category does not chrono- 
logically precede the others, but runs parallel with them ; 
it itself should be broken up into a series of stages, of 
which the lowest would be the cost of production period, 
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the second would be the period of equilibrium of utility 
with utility in a market, the third would be dominated 
by “ price-determining ”’ monopoly, until, fourthly, with 


the final disappearance of the element of cost, we may in 
the dim future come to a standstill with values deter- 
mined by marginal utility sempliciter. ‘The statement 
that subjective valuation belongs at the bottom of the 
ladder is the very reverse of the truth. 

As to stages (2) and (3), Professor Fetter has been 
much more happy. Accepting the Clarkian theory that 
rent and interest are adl/otropic forms in distribution, he 
suggests that rent belongs to an earlier epoch, while in- 
terest characterizes the advanced period and the money 
(or set-off) economy. This distinction is interesting to 
me because it allows a “ paralleling of this part of distri- 
bution with the genetic theory of valuation which I sug- 
gested above: rent belongs to an earlier, more materia- 
listic stage of civilization than interest, undoubtedly ; 
while the suggestion as to money is calculated to throw 
light on the function of money as a generalizer of values 
and a socializer of ecomonic life. Moreover, such gen- 
eralization involves a decidedly higher intellectual and 
moral development of industrial man. 

The old definitions of rent are criticised by Professor 
Fetter because they are partial, depend on social distinc- 
tions, and are confined to natural agents; because they 
deny the principle of cost of production to rent, dis- 
tinguish rent from interest in a superficial sense, assume 
the indestructibility of a perpetual bearer, and follow a 
false theoretical lead which made a narrow technical 
term out of a broad usage of language. 

The discussion arising from these attributes is certain- 
ly avoided by the new distinction between rent as the 
return in kind and interest as the return in money. But 
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it gives rise to newer and graver questions. I am in- 
clined to admit the Clarkian allotropism; but that is 
posited on the supposition of a perfectly static society. 
As to a dynamic society Professor Clark has made no 
statement about rent, but we may assume that the allo- 
tropism would there be destroyed. It would there ap- 
pear that land, as the scarcer factor, has a monopoly 
value not due to the calculations of the land-owner, and 
that while he is receiving a monopoly tribute which, of 
course, is a part of the market supply, the price is regu- 
lated by the produce on the marginal land continually 
brought into cultivation, so that rent is “ price-deter- 
mined,” and that if he sells his land and buys industrials 
he will have to discount the expected fall of the one in 
terms of the other. 

Evidently the proposed distinction does not take the 
dynamic movement into account; but tacitly assumes 
that what is true of the static society holds for the 
dynamic also. 

Professor Fetter condemns the philosophy of Profes- 
sor Marshall which seeks to trace a continuity between 
the concrete phenomena of rent and interest. As to 
this criticism it may be said in the first place that it is 
itself open to criticism, in that it admits validity in 
reasoning by contrasts alone, and denies it to reasoning 
by continuities. However, it is only by the latter 
method that abstract contrasts can be given life and be 
practically applied. The philosophy of Marshall has 
succeeded in this quest beyond parallel. The conten- 
tion is, however, that there is no such distinction—that 
land is not monopolized, that it is perfectly mobile, that 
it involves expenses in every way like those in indus- 
try, etc. A very fair case of this sort may be made out 
so long as you retain the static point of view, but no 
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further; but Professor Fetter does not claim to confine 
himself to the static point of view, nor could he if he 
were to make a definition generally acceptable. 

In the second place it may be charged that Professor 
Fetter, in his classifications (2) and (3) has really stated 
the very contrasts which Professor Marshall has logi- 
cally united. The case of land rent remains typical of 
rent as a specific payment in produce, while Marshall 
analyzes the concrete conditions under which, step by 
step, such specific payments become socialized and gen- 
eralized into a return Jer cent on a standard of value. 
Of course, Marshall’s analysis does not set to itself the 
Clarkian task of an isolation of the static elements ; it 
includes the dynamic elements in a practical way. And 
yet Marshall’s purpose of reconciling the logical posi- 
tions that Fetter himself has taken are severely con- 
demned by the latter. 

It is to be noted that the use of the term “ rent” pro- 
posed is novel notwithstanding that it once existed. 
The Ricardian philosophy has driven it out of the 
Anglo-Saxon business world except in connection with 
land and its improvements. Does the scientific public 
desire a counter revolution ? 

I quite agree, however, as to the usefulness of the 
distinction defended by Professor Fetter when confined 
to its original hypothesis of the static state. 


RICHARD T. Ey: I cannot help having the feeling 
that the Henry George agitation has carried some of 
our economists too far in their opposition to the Ricard- 
ian theory, just as the free silver agitation has pushed 
some of our economists to an extreme in their efforts to 
combat it. Economists have wished to take the bottom 
out from under the advocates of cheap money, and in 
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consequence in some cases have gone too far in their op- 
position to the quantity theory of money. It seems to 
me that even if they have done so unconsciously, some 
of our economists have allowed themselves to be forced 
to take an extreme position in opposition to the Ricard- 
ian theory of rent in order to remove the scientific 
foundation upon which Henry George endeavored to 
construct his theories. Naturally I cannot go into this 
matter to any length in the few minutes allowed me, 
but I want to attempt to call attention to a few points. 

It is said that business usage makes no distinction be- 
tween capital and land. Here we have to do with a 
question of fact. My own opinion is that business usage 
does make a marked distinction. At any rate I am 
sure that thoughtful business men do so, and that evi- 
dence of this can be found in the real estate columns of 
our daily press and in the business organs of real estate 
interest. 

I have the feeling also that we have been pushed too 
far by the critics of the Ricardian phrase, “ original in- 
destructible powers of the soil,” and that we under- 
estimate the nature-factorin land. Perhaps it would be 
better to say “inseparable conditions of land.” Abun- 
dant illustration is afforded of rent due to nature, and 
in cases which I have in mind, what nature offers may 
be regarded as original and indestructible. Take for 
example the land on which peaches are produced in the 
vicinity of Palisade, some ten miles east of Grand Junc- 
tion, Col. Some of this land could not be bought 
now for a thousand dollars an acre. As I understand it, 
there is an abundance of land to the westward which is 
the same property so far as soil is concerned, but it has 
not the situation. If I am correctly informed this land 
upon which peaches are raised and which is of so high 
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a value is so situated that there are breezes which keep 
off the frost at critical periods. We have here an orig- 
inal indestructable gift of nature. Man cannot produce 
these conditions. Another illustration is afforded by 
the land on which grapes are produced in the western 
part of New York state. Lake Erie retards vegetation 
in the spring by absorbing heat until the danger of frost 
is passed, and in the fall by giving off heat, keeps away 
the frost until the grapes ripen. Here we have also an 
original indestructible gift of nature. The blue grass 
region of Kentucky would afford an illustration. The 
valley of the Mississippi, when contrasted with the 
rocky soil of New Hampshire, likewise affords an illus- 
tration of original indestructible properties of land. 

The region in Colorado about Greeley affords a good 
illustration of gifts of nature which result in rent in the 
Ricardian sense. These are original and indestructible 
and strictly limited. They have value because they 
exist in smaller quantities than man desires. In the 
West we can also see ‘the fact that an abundance of land 
is in use which pays no rent and which has been 
brought into use without any remuneration. The pub- 
lic ranges afford an illustration. 

Now if there were time I should endeavor to show 
that the cases which I have cited are not to be regarded 
as exceptions to a rule, but they are fair illustrations of 
general principles. 

Just one more point. I think Clark gives us a good 
suggestion concerning land when he speaks about capi- 
tal as perpetual. Under the proper economic manage- 
ment the value of capital is perpetual. We can say the 
same thing in regard to the soil, even taking soil in the 
narrow sense of the term. Under modern agriculture, 
the fertility of the soil is maintained perpetually, while 
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at the same time it yields a return. I offer again as 
an illustration the country about Greeley, Col., where 
large and profitable crops of alfalfa are raised, which at 
the same time improve the fertility of the soil and pre- 
pare it for other and still more valuable crops. 


JAMES EDWARD LEROSSIGNOL: I am glad that Pro- 
fessor Ely has called attention to the value of lands in 
the arid West, where problems of rent and interest are 
even more complicated than they are in the humid 
East. Desert land that cannot be irrigated is compara- 
tively worthless. Land that is capable of economical 
irrigation has a considerable value before being im- 
proved. Land under a good ditch is worth from $25 to 
$1000 an acre. 

In most cases there is a large surplus of value over 
and above the cost of the ditch and other necessary im- 
provements. Frequently, however, the cost of improve- 
ment exceeds the value of the improved land, and the 
so-called rent is only a very low interest on a permanent 
investment of capital. Sometimes the cost of operating 
the ditch, or the cost of putting the water upon the 
land absorbs all the profits of farming, leaving only the 
barest wages to the farmer or compelling him to aban- 
don the land. 

Is it not correct to say that at least two kinds of re- 
turns are here involved—interest and profits on the cap- 
ital invested in the irrigation ditch, and a surplus return 
of a different character, due to the natural scarcity of 
land and especially of water, and following the law of 
rent ? 

The annual use value of commodities permanently 
limited in quantity, such as old paintings, rare coins 
and land, is surely different from the annual use value 
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of commodities like houses, machinery or clothing, which 
are more or less freely reproducible. In the latter case 
we have equalization of profits and the law of interest 
—in the former a permanent differential following the 
law of rent. 

So long as some goods are reproducible and others 
not, there must be a difference between interest and rent. 


FRANKLIN H. GippINGs: ‘There are certain impor- 
tant implications of that analysis of rent and interest 
put forth by Professor Clark and held in view through- 
out this discussion, which makes them practically iden- 
tical quantities; rent being the sum total of differential 
gains accruing to concrete capital goods, and interest 
being the same income computed as a percentage on the 
total value of the same capital goods, conceived as a 
fund of “ pure capital.” 

In the first place it is necessary to distinguish be- 
tween an identity of quantities and an identity of cate- 
gories. Identifying the sum total of rent with the sum 
total of interest does not identify rent and interest. The 
conception that we have to deal with is essentially 
mathematical, and can best be illustrated by the statis- 
tical distinction between the “ mode” and the “ aver- 
age”? of acolumn of figures. Two columns of wage 
rates may foot up to the same total. The average rate 
in each series may be the same, but one total may be 
made up of a few very high rates and many very low 
rates, while the other is made up of many medium 
rates—a difference of “mode.” Rent is essentially a 
mode of income. Interest is essentially an average. 

In the second place, identifying the sum total of rent 
with the sum total of interest does not involve an affir- 
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mation that rent enters into price if interest does. On 
the contrary, if interest enters into price rent does not, 
unless the sum total of cost enters into price twice. 

In the third place, identifying the sum total of rent 
with the sum total of interest does compel us to identify 
capitalization with the social fund of capital, and we 
can escape the force of Dr. MacFarlane’s criticism only 
by identifying the sum total of wealth with the sum 
total of capital. This identification I am convinced we 
we must make if Professor Clark’s conception is to be 
accepted and to stand. We must include in the sum 
total of capital goods every iota of unconsumed material 
wealth, taking the ground that whatever can be capital- 
ized is a concrete basis of pure capital. Absolutely 
every thing that the individual or the community owns 
and can utilize can be listed as an asset at some figure, 
however small, and as such, it contributes to the total 
fund of value, conceivable as pure capital. Either the 
whole conception which thus makes capital goods and 
pure capital opposite sides of the same shield must be 
abandoned, or the distinction between producer’s goods 
and consuimer’s goods must be discarded. 


WrinTHROP M. DANIELS: I am inclined to accept 
without reservation all that the “arch-heretic,’’ Dr. 
Fetter, has said, but will not attempt to do more than 
reply to certain of the issues raised by Dr. Carver. 
The latter broke a lance for the old axiom that rent 
enters into cost in a different way from wages and in- 
terest. Dr. Carver had contended that while wages and 
interest as personal incomes were necessary to evoke the 
labor and abstinence necessary for production, rent as a 
personal income was not necessary to call land into the 
service of production. This attempt at differentiation, 
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failed in two points: first, not all the wages now paid, 
nor all that is now paid in interest, is necessary to evoke 
the amount of labor and abstinence now undergone. 
The totality of wage and interest payments is in excess 
of the amount required as a stimulus to the present 
amount of labor exerted and abstinence endured. In 
the second place, without the expectation of rent (in 
the sense of a return for the use of so-called natural 
agents) the amount of land that would be furnished by 
the owners for productive purposes would be less than 
it now is. Without the expectation of a return called 
rent, most individuals would be unwilling to undergo 
the abstinence required to transform land area into eco- 
nomic land, the agent of production. Virtually wages, 
interest and rent (so-called) are alike in that the expec- 
tation of each is necessary to secure the marginal sup- 
plies of each respectively. I thoroughly agree with 
the theoretic identification of land and capital as pro- 
posed by Dr. Fetter. 


FRANK A. FETTER: All taking part in this discussion 
have shown their belief that economic theorizing is 
worth while, and that theories both good and bad are 
affected by, and in turn affect, practical life. In accord- 
ance with this view, the leading proposition of the open- 
ing paper that the conventional concepts of rent and in- 
terest are illogical and inconsistent, has a corollary that 
these concepts are unfitted to explain the problems of 
the business world, and that another conception must be 
adopted. 

To the frank and friendly criticisms offered in this 
debate, I shall reply as brevity permits. Those taking 
part in the discussion may be arranged in a continuity 
classification (the validity of which I fully admit) from 
those who for regard of traditional theories would over- 
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look a lack of logic, to those who for regard of logic are 
willing to adopt new theories. The conservatives are 
far from harmonious in their beliefs, and by mutual 
cancellation they have left for consideration only a 
residuum of argument.’ 

The prime contention of the first part of my opening 
paper is not, as it was assumed by Professor Hollander to 
be, “‘ the historical relativity of the traditional theories.’” 
That thought is a minor one, and the brief historical 
paragraphs were given merely as “side lights” on the 
origin of the errors.* It would be an easy task to de- 
fend and strengthen these historical references had any 
one of the speakers sought to controvert them at any 
specific point. Even the critic who first waived the 
whole opening paper aside as “conjectural history” 
gave to the historical suggestions “ conditional assent.” 

Prejudgment has, I fear, caused more than one of my 
critics to shut his eyes to the repeatedly avowed purpose 
of the paper, which was to show that the traditional 
concepts are internally inconsistent, illogical, contain- 
ing several conflicting thoughts, and that they were 
thus defective even in the days of Ricardo. In recog- 
nizing that some practical issues in Ricardo’s time 
served to obscure this lack of logic, the paper had, to 
be sure, a suggestion of historical relativity. It is ad- 
mitted by all the speakers that of recent years the em- 
phasis on the various thoughts of these concepts has 
been shifted ; and some would believe that this shift has 
cured the infirmities in logic. On the contrary I main- 


' Brevity compels me to confine these closing comments to the criti- 
cisms adverse to the opening paper. 
2 See above, p. 204. 
3See above, pp. 183-4. 
*See Hollander, p. 204, 205. 
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tain that it has aggravated them. Thus, changes in 
industry and changes of thought have combined to en- 
hance the difficulties zxherent from the first in the older 
concepts. 

Professor Carver has dissented generally from the 
negative part of the opening paper, regretting the 
attempt “to show that there is no basis for the scien- 
tific distinction.”' He would explain the confusion by 
declaring that there are two clearly distinguishable con- 
cepts, the popular and the scientific, which at times 
contradict and overlap each other. As none of my 
critics attempted a specific disproof of this portion of 
my opening argument I may limit myself here to a re- 
assertion that the so-called “ scientific concept” is zxcon- 
sistent tn itself, that no writer has employed it without 
shifting thought and untenable conclusions. It is for 
the reader to determine whether I have not shown that 
the so-called “ practical concept” has been confused 
with the so-called “scientific concept” in economists’ 
minds. If this is true it follows that some of the sup- 
posed contrasts between rent and interest are but the 
reflection of the unconscious shifting in the subjective 
attitude of the thinker. 

A test is thus afforded for any revision of the con- 
cepts; no valid contrast can be drawn between the con- 
cepts of rent and interest where there is an unconscious 
change from one to another of the three conceptions that 
have been noted. A shifting eclecticism becomes im- 
possible when these different thoughts are clearly recog- 
nized. My critics, however, avoid a clear-cut decision, 
and uphold conceptions uniting two or more discordant 
elements. It is not easy, therefore, to say on just what 


1 See Carver, p. 203. 
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ground they take their stand. They defend in the main 
the attempt to distinguish between land and artificial 
agents objectively, but their reasons are largely drawn 
from supposed differences in the relation of the income 
to price, and yet according to their own statements this 
distinction is not co-extensive with that of the two ob- 
jective classes of agents. Moreover, their arguments 
involve a use of the third distinction,’ which they are 
endeavoring to overthrow. 

This confusion may be seen in Professor Hollander’s 
contention that the critics of the traditional distinction 
overlook “the composite character of the law of dimin- 
ishing returns.” He says that the characteristic that suf- 
fices to “differentiate land from capital as a productive 
good” is its diminishing efficiency in extensive cultiva- 
tion; “while capital is available..... in identical 
homogeneous quality with respect to extensive use.”’ Ob- 
serve the reasoning by which this conclusion is reached.’ 
The assumption, however, that any particular enterpriser, 
in enlarging his business, is forced to take up poorer 
land, surely is not warranted. Except in the rare case 
that the particular enterpriser had been using the one 
best piece of land, he can hire more land as good as he 
has, or even better, if he cares to pay the prevailing 
rental, just as he can hire more and better machines. 
The thought evidently shifts to the old dynamic and 
social conception of the growing scarcity of land with 
increasing population, and from the particular entrepre- 
neur to the personified total population. 

There is another shift, for while the physical concep- 
tion of land is retained, and it is thought of in terms of 
' See above, p. 193. 


*See above, passage beginning ‘‘No entrepreneur” and ending 
‘*only in inferior efficiency,’’ p. 208. 
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acres, the particular produced goods called capital, are 
thought of in terms of a value unit. This creates the 
illusion that the differential return is peculiar to land, 
and that the value units of capital are of homogeneous 
quality. The varying yields of land are looked at ina 
way that makes them necessarily appear as differentials, 
and the varying yields of other agents are by reason of 
the mode of their capital expression, converted from dif- 
ferential incomes into homogeneous capitalized sums. 
What is this capital but the incomes (or I should call 
them rents) of productive goods, capitalized at the pre- 
vailing rate of interest? A given rent thus corresponds 
to one unit of capital, a double rent to two units of ho- 
mogeneous capital, and a free good, or rentless unit, to 
no capital at all. This capitalization of rents is possible 
in the case of land also, the price of land being the sum 
of the anticipated future rents, discounted to their pres- 
ent worth ; and the enterpriser can purchase x dollars’ 
worth of land as easily as x dollars’ worth of machines, 
and the units are just as homogeneous in one case as in 
the other. In fact, both kinds of agents frequently are 
bought as value units. The word “amount ”in the con- 
trast between an amount of land and an amount of capi- 
tal begs the whole question, for in one case it means 
units measured by area and differing in yield, in the 
other it means the homogeneous value expression of dif- 
fering units. It is impossible to escape these errors if 
the analysis insisted upon in the opening paper is over- 
looked. 
Professor Carver has maintained' that there are abund- 
ant reasons for distinguishing between the income from 
land and the income from produced goods, in that in- 


1See pp. 200-201. 
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terest as a personal income is a necessity to insure wait- 
ing, and thus is a condition of efficient production. 
This is retaining the traditional conception of the dis- 
tinction between the objective classes of goods, while 
repudiating the traditional reasoning, and while broad- 
ening the conception of rent to any surplus or unearned 
income. The idea of surplus is generally very vague, 
but under the application of any suggested surplus- 
test the concept of rent would extend to numberless 
incomes and fractions of incomes not derived from 
land, and would fail to include numberless incomes 
and fractions of incomes that are derived from land in 
any usable sense of that term. Replies that, to my 
mind, are conclusive on the principle here involved 
were given in the course of the discussion.' It follows 
from this surplus conception that any portion of the in- 
come derived from produced goods that would have 
been saved if the rate of interest had been lower, is rent, 
not interest; and that any natural element of fertility 
in land that would have been used up except for the 
factor of waiting, would thereafter yield interest, not 
rent. Adopting for the moment the terminology of the 
critic, his challenge may be accepted ; the proposition 
that ‘“‘ men must receive interest as a personal income to 
induce them [ze., the marginal abstainers] to wait” and 
that “interest as a personal income is necessary to 
secure efficient production,” not only can be but must 
be paralleled by like propositions concerning rent. 
Men must receive land rent as a personal income to in- 
duce them to bring the marginal land into cultivation 
and to maintain undiminished the supply of productive 


1See Daniels, p. 226. Dr. Whitaker’s remarks to the same effect 
unfortunately were not obtainable for this report. 
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qualities. Thus land rent is necessary to secure efficient 
production continuously from land. The margin in 
question is not a hair line, it is in practice a zone of 
wide extent. This fact is the basis of private property 
in land as broadly and surely as the other fact is the 
justification of interest. We are not concerned here 
with the ethical question, but in each of the two cases a 
social policy is based on the need of maintaining the 
marginal units of supply, a policy which always appears 
unjustified when attention is directed only to the sur- 
plus cases.’ It is in conflict with all experience to as- 
sume that the actual supply of land would be kept up 
to its efficiency if rent did not go to some personal 
agent who made himself responsible for the repairs, the 
restoration of fertility, and the waiting for the future 
involved in refraining from “ Raubbau,” the immediate 
exploitation of the land. (In some cases, it is true, this 
agent may be a group of men acting collectively through 
government, as in the case of any form of public owner- 
ship). 

As Marshall says: “The greater part of the soil in 
old countries . . . . has in it a large element of 
capital. Man can turn a barren into a very fertile soil.” * 
To deny first that the supply of land either as extension 
or fertility has any marginal relation to sacrifice, or is 
within man’s control, and then when this is shown to 
be an error, to assert that such land is not land, but 
capital, and that the income from it is not rent, but in- 
terest—this is the approved mode of showing the excep- 
tional character of rent. Are the terms land and rent 
thus to be refined away from any relation to the real 

1 This applies also in answer to the remarks of Professor Ely. 


2 Marshall, Principles of economics, 4th edition, p. 224. He does 
not draw the conclusion, however, that is here suggested as necessary. 
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things about which the economist begins to reason, and 
of which the practical world thinks whenever those 
terms are used? ' 

Professor Taylor admits that my thesis is valid when 
confined to static conditions, but he adheres to “ the rela- 
tion-to-cost ’’ concept in discussing dynamic conditions.’ 
In his very suggestive remarks he has not revealed his 
thought fully enough to make clear the ground of his 
reasoning, but it would appear to be essentially the one 
just examined. While Taylor and Carver differ in some 
points, they agree in others, both alike rejecting the 
static reasoning on which Hollander bases his conclu- 
sion. 

Dr. MacFarlane also holds a relation-to-cost concept 
of rent, but most of his discussion is given to a negative 
criticism of my position. His own views, though 
known to many readers, were not developed in this 
symposium. Some points will be noted below. 

The attacks on my positive proposals refer in part to 
their supposed implications and consequences, in part to 
the advisability of the terms suggested. 

1. Professor Taylor objects * that the first of the three 
stages in the analysis of value is not fundamental and 
precedent to the others, but is co-extensive with them. 
This criticism probably proceeds from a misunderstand- 
ing of the briefly expressed proposition. Not all goods, 
but only zmmediately enjoyable goods were said to pre- 
sent the first problem in the analysis of value. The sec- 
ond problem, that of the value of usufructs, and the third, 

! The interesting facts cited by Professor LeRossignol, p. 224, seem 
to me to illustrate, not to disprove, the view I have taken, which is far 
from a denial of the ‘‘ surplus return ’’ to the investor in land, or in 
other wealth, in a new country. 


2See Taylor, p. 221. 
5See Taylor, p. 218. 
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that of the value of future uses, are, as my critic sug- 
gests, but developed phases of the general problem of 
value. 

2. Professor Taylor believes that in criticizing Mar- 
shall’s attempt to trace a continuity between rent and in- 
terest, I have denied the validity of reasoning by continui- 
ties.’ It isnot to a true continuity concept that I object, 
but toa pseudo-continuity concept. As the thought passes 
along the series from rent as an income yielded by one 
kind of concrete goods, to interest as the income yielded 
by another kind, there is unconsciously introduced a 
new contrast. The value expression of capital and the 
percentage expression of interest are equally applicable 
to the rent end of the series, and it is an error to assume 
that they are applicable only at the other end. My sug- 
gestion is to apply consistently each distinction in turn. 

3. Dr. MacFarlane declares’ that the outcome of my 
proposal is the obliteration of all distinctions between rent, 
interest, profit and wages. This conclusion, drawn from 
my statement that “interest may appear in connection 
with any gratification,” is due to the failure to appre- 
hend how and how far the proposed conception differs 
from the one apparently taken in this discussion® by the 
critic himself, that each kind of income corresponds to a 
particular kind of income bearer. The proposal is to 
look upon interest in all cases (as it is now in many 
cases) as being that particular phase of value connected 
with differences in the time of accrual of incomes. 
Recognizing that a day’s work to-day is worth more 


1See Taylor, p. 220. 

3 See p. 215. 

5 As is well known to students of economic theory Dr. MacFarlane 
has in his work‘ Value and distribution,”’ obliterated the distinctions 
between the objective classes of agents yielding rents, and other in- 
comes, more fully than has any other writer. 
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than one next year, does not identify interest and wages. 
Wages payable at different points of time vary in value 
as do rents at different points of time, and the compari- 
son of each series is expressed by the interest rate. 

4. Dr. MacFarlane objects' further that the proposed 
view of capital identifies the capitalized value of mo- 
nopoly surplus with capital in general. True it does; 
there is no other logical way.’ It is not quite clear 
what monopoly means as the critic uses the term, but 
any source of income that is continuing and forseeable 
can be capitalized and sold, and thus becomes homo- 
geneous with the value of the continued control of other 
sources of income. When from any cause income ceases, 
the capitalization collapses, monopoly or no monopoly. 
The puzzle as to whether the $5,000 or the $12,000 are 
to be called interest, is merely a confusion of the prob- 
lems of economic income and contract interest. 

5. Dr. MacFarlane says* that I have tried to identify 
land and capital by a mere arithmetic device that does not 
touch the substantial differences. I would reply that 
because an arithmetic device has been inconsistently ap- 
plied in the traditional theory, illusive contrasts not exist- 
ing objectively, have been created. I dissent from Profess- 
or Carver’s opinion that it is merely a question of termi- 
nology in dispute,‘ and I agree with Dr. MacFarlane that 
there is involved more than a question of definition.’ 
The arithmetic device is significant at least in a nega- 
tive criticism of the supposed contrast between rent asa 
differential and interest as a homogeneous income; it 
serves to show the fallacy in the old view as to the spe- 

' See pp. 213-14. 
* See Professor Gidding’s reply, p. 226. 
3 See p. 212. 


* See p. 203-4. 
5 See p. 214. 
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cial relation of rent to entrepreneur’s cost of production ; 
and it sets in a clear light the error in the traditional 
contrast between the value expression of “capital” and 
the concrete expression of land. This proof of the sub- 
stantial unity and continuity of the body of income yield- 
ing wealth has been suggestively styled by Professor Tay- 
lor' in a phrase drawn from chemistry, “ allotropism.” 
One group of elements has been mistaken under differing 
conditions for two elements, (the condition in this case 
being the subjective attitude of the thinker). Take 
away the fallacious contrast, apply the arithmetic device 
consistently, and the objective classes of “ natural agents ”’ 
and “ capital goods ” are seen to be merged into one body 
of wealth, presenting three value aspects : gratifications, 
usufructs, expectations. But identifying the substance 
does not identify the allotropic states; coal is not dia- 
mond, though both are allotropic states of carbon; and 
no more is rent the same as interest. Like most analo- 
gies, however, this one is not perfect, and may become 
misleading. But this has brought us to another question 
deserving special answer. 

6. It is taken for granted that my proposition is to 
treat rent and interest as identical. Several of the speak- 
ers have assumed that the idea of the paper was that of 
John B. Clark, and thereupon they have criticized his 
views, not mine. My indebtedness (shared in common 
with all contemporary students) to the inspiration of 
this ablest of theoretical economists, should not impose 
on him any responsibility for the theory of distribution 
here presented. The prepossessions of some of the speak- 
ers make it difficult for them to see the full import of a 
denial of the parallelism between the two incomes, rent 
and interest on the one hand, and the two objective 


' See p. 219. 
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classes of goods, land and capital on the other. They 
therefore attribute to me conclusions deduced from 
premises of their own supplying. This is seen in the 
assumption that a denial of the conventional contrasts 
between valuable natural agents and (conventional) capi- 
tal is a denial of the difference between rent and interest. 
It isconsistent with my view to speak, as Professor Dan- 
iels does, of the identification (or merging), of the classes 
of wealth composing “land and capital” (in the con- 
ventional sense) ; but this is not an identification, as oth- 
ers consider it to be, of rent and interest. Having made 
this point as clear as I could in the limited space allotted, 
I can merely re-assert that this lack of parallelism is of 
the very essence of the contention in the opening paper. 

7. Finally, it is said’ that if the old concepts are to 
be rejected, it is better to devise new terms than to 
adapt old ones having misleading associations. To this 
view must be conceded a large measure of validity. 
Regarding the term rent there is less difficulty, as the 
broad meaning here suggested not only has strong his- 
torical support, but in many languages, including our 
own, is grounded so deeply in popular usage that no 
economic authority has been able to uproot it. There 
is needed only an elimination of inconsistent thoughts 
from the concept and the retention of one of the ideas 
that always has been present in it. Regarding interest 
the decision is more difficult. Only yesterday econo- 
mists talked of “ the theory of profits” when they meant 
what is now called “the theory of interest.” The term 
interest, until recently, was used almost if not quite ex- 
clusively, as meaning the income from a money loan. 
This is a contractual, not an economic income, and as 


1 Hollander, p. 209. 











Relations Between Rent and Interest—Discussion 239 


such is not a genus codrdinate with economic rent, 
rather it is species of the genus contractual rent. Is it 
not significant that even in the classical treatment in- 
terest as an accruing or realized income expressed as a 
percentage never appears except as the result of a con- 
tract ? 

The essence of the so-called problem of interest, 
according to the view in the opening paper is not funda- 
mentally contractual interest, but capitalization. The 
problem logically following that of rent is not that 
of analyzing a coordinate income, for rent absorbs 
all the incomes accruing from material agents at any 
moment of time; but it is that of the value-calcula- 
tion on future incomes. The title of the opening paper 
might perhaps better be: “ The relations between rent 
and capitalization.” That, however, would have misled 
the reader approaching it with the older conceptions in 
mind. Either “the theory of discount ” or “the theory 
of capitalization” would be a more appropriate term for 
this part of the problem than is the theory of interest, 
and possibly some still better term can be found. The 
final use of terms is a matter of social convention ; but 
when the real nature of the problem is understood, and 
then the fitting terms are suggested, they will not long 
fail of acceptance, as the example of the rapid change in 
the usage of the word profits gives reason to hope. 

Whatever other impression may be left by this discus- 
sion I trust it will not be that I have contended for a 
merely verbal change. On the contrary I have outlined, 
whatever be its defects, a radically new conception of 
the whole theoretical analysis of distribution. Doubt- 
less this session has been most profitably spent in con- 
sidering the more negative phases of the subject; but 
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the scant attention that has been given to the yet more 
important positive outcome of the study may leave an 
impression of negation and verbal criticism that is mis- 
leading. 

I welcome the able, forcible and somewhat unex- 
pected support that has been given to my thesis in this 
discussion by the advocates of a realistic theory.' 
Opinion on this subject is unquestionably in process of 
change. Even the more conservative speakers in this 
session have made concessions that would have been 
startling a few yearsago. The immediate result of such 
a friendly interchange of views as this has been, may be 
to strengthen each in his own opinion; but in the end 
the result must be to help us all towards the right solu- 
tion of these difficult and important problems in the 
realm of abstract economic theory. 


' Daniels, Giddings, Marburg, Whitaker. Unfortunately no report 
was secured of Mr. Marburg’s brief and pointed remarks or of Dr. 
Whitaker’s subtle discussion. Professor Keasbey’s attitude toward 
the question is favorable to the opening paper as against its critics, 
but his point of view is original, and his treatment in several ways not 
consistent with the views I have expressed. 
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